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ABSTRACT

Senate Bill 350 (de Leon, Chapter 547, Statutes of 2015) (SB 350) requires the
California Energy Commission(Energy Commission)to set annual targets to
achieve a statewide cumulative doubling of energy efficiency savings in electricity
and natural gas end uses by January 1, 2030. The Energy Commission mustalso
report biennially to the Legislature on progress achieved toward meeting these
targets and the effects on low-income and disadvantaged communities. This
report provides methodology for calculating energy efficiency savings for various
programs and background infor mat i on t hat feeds i1 nto
report to the Legislature.

Three sources of savingsare quantified in the accounting of energy efficiency.
The sources of energy efficiency savingsinclude utility (historical and forecasted)
programs, codes and standards, and beyond utility programs. This report
describes the analysis and assumptions forall three sources of savings, focusing
on the analysis for quantifying beyond-utility -program savings. Details on the
utility historical program savings (20 15-2019) and forecasted savings (2020-
2029) are provided in the respective utility reports and potential studies. Beyond
utility programs are programs not administrated or claimed by the investor -
owned or publicly owned utilities. The beyond -utility programs may be
educational initiatives, financing strategies, and other mechanisms that may
drive California energy users to reduce their energy use.

In 2017, the Energy Commission developed the initial SB 350 analysis, which
included a set of analysis workbooks. The scope of this study centered around
updating the 2017 analysis workbooksto enhance the beyond-utility savings
potential identified in the 2017 report.

This report provides the method and program descriptions. Data inputs and
analysis algorithms are provided in the program workbooks and SB 350 results
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EXECUTIVE SUMMARY

Senate Bill 350 (de Leon, Chapter 547, Statutes of 2015) (SB 350) requires the
California Energy Commission(Energy Commission)to set annual targets to
achieve a statewide cumulative doubling of energy efficiency savings in electricity
and natural gas end uses by January 1, 2030. There are three sources of savings
guantified in the accounting of energy efficiency :

1 Historic al and committed savings : These savings refer to the energy
efficiency savings from utility programs and codes and standards
embedded in the baseline forecast of the /ntegrated Energy Policy Report
(/EPR). The IEPR forecast also includes savings forecast from approved
utility program budgets.

1 Investor -owned utility ( IOU) and publicly owned utility ( POU)
potential saving s: Savings forecast in the IOU and POU potential
studies, including rebated equipment and utility codes and standards
advocacy claims. Historically,codes and standards and IOU and POU
potential studies were the only source of savings included in the Energy
Co mmi s sddibonad ahievable energy efficiency, an accounting for
future potential installed energy efficiency savings, in the Californiaenergy
demand forecast.

1 Beyond -utility savings:  Savings beyondthe above-mentioned utility
programs calculated for a range of programs that may be counted as part
of additional achievable energy efficiency. Asprograms develop and
quantify claimed or verified historical program savings, the Energy
Commissionwill update historical committed savings and forecast savings
accordingly.

SB 350 savings claims arerelative to a baseline year of 2015. All program
savings claims begin in that year and cumulate to 2030. As part of the analysis,
the beyond-utility savings must not overlap with utili ty program savings
(historical and forecasted). The analysis of the savings potential per program
includes subtracting out overlap.

This report describes the analysis and assumptionsused to quantify beyond-
utility program savings. Beyond-utility programs are programs not administered
or claimed by the IOUs or POUs The beyond-utility programs may be
educational initiatives, financing strategies, and other mechanisms that may
drive Californiaratepayers to reduce their energy use.

The beyond-utility programs considered in this report are:

! Codesand Standards : Codes and standards are laws that set a
minimum level of efficiency required for new buildings and appliances
constructed or sold in California. Analysis of codes and standards in this

1



SB 350 method may supplant the utility -claimed savings from potential
studies and does not include those savings already embedded in the
IEPR baseline forecast The scope of codes and standards savings for SB
350 ignores any utility attribution factors and focuses solely on the actual
impact of the codes and standards

{ Financing : Financing programsinclude low-interest loans and grants.
There are some cases that projects using financing also leverage utility
program incentives. Any savings quantified for fin ancing programs should
include an overlap analysis with utility program participation.

{1 Behavior and Market Transformation : Behavior programs are those
associated with energy efficiency savings that result from behavioral
changes as opposed to installing a physical measure, like new lighting or
equipment controls. Market transformation is another opportunity to
realize energy savings through accelerating widespread measure
adoption. These efforts may provide public education, funding, or other
approaches to remove barriers.

{1 Sector/Other : Several other programs have the potential to deliver
significant savings in specific sectors or markets. These programs (listed
below) may require the Energy Commission to explore new avenues to
drive the market to change.

Accompanying this report is a set of beyond-utility tools that enables the Energy
Commissiontotrack or calculate historically achieved savings forecast future
savings from existing programs, and forecast new savings potential from future
initiatives. The Energy Commission must report biennially to the Legislature on
progress achieved toward meeting these targets and the eff ects on

disadvantaged communities. This report provides the method and background

I nformation that feeds into t hegisl&uwer gy
toward the SB 350 goal.

Commi
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CHAPTER 1:
Introduction

Senate Bill 350 (SB 350), the Clean Energy and Pollution Reduction Act (De Ledn,
Chapter 547, Statutes of 2015), requires the California Energy Commission
(Energy Commission)to set annual targets to achieve a statewide cumulative
doubling of energy efficiency savingsin electricity and natural gas end uses by
January 1, 2030. The Energy Commission must report biennially to the
Legislature on progress achieved toward meeting these targets and the effects

on disadvantaged communities. This report provides the method and background
information that feeds into the Energy Commission&report to the Legislature for
the biennial programs toward the SB 350 goal.

In 2017, the Energy Commission developed the initial SB350 analysis, which
included developing a set of analysis workbooks. The scope of this study
centered around updating the 2017 analysis workbooksand enhancing the
beyond-utility savings potential identified in the 2017 report. Relative to the 2017
study, this study provides:

1 Updated methodological analysis for select programs.

1 Increased scope of programs analyzed

1 Recommended areas for future improvement and reporting, even beyond
2030.

There are a variety of beyond-utility energy efficiency programs that can

contribute to meeting ({Mhe&B3%Gaadysesdinsludegsoubl!l i ng t
utility -program and beyond-utility -program savings. The utility -program savings

include historically achieved and forecast potential energy efficiency savings.

Beyond-utility savings do not overlap with savings forecast as part of the

investor-owned utilities6(I0Us) and publicly owned utilities 6(POUs) potential

studies and savings claims.For this method, programs are broadly grouped into

the following categories:

1 Codes and standards

1 Fnancing

1 Behavior and market transformation
1 Sector level

1 Jones, Melissa, Michael Jaske Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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The Energy Commission, other state agencies, local governments, or other
entities administer these programs.

This report does not provide results or savings analysis. Instead, this report
provides the method and program descriptions included in the SB 350 analysis
tools. Energy Commission staff uses these analysis tools to calculate the SB 350
historical achievements and forecast to 2030.

Savings Accounting

Figure 1 summarizesthe different categories of energy efficiency savings

consideredbyt he Ener gy Caverasiingsefortsoandbhsw they relate

to each other. The relationships are illustrated as a quasi-Venn diagram because

savings categories can overlap. Thr oughout the Energy Commi ssi
process, every effortis made to avoid overlap becauseit is important to not

double count savings. The Energy Commissionalso wants to quantify all acquired

savings and potential for future energy use reductions.

Figure 1: Savings Accounting Venn Diagram

Non-utility programs going back to 2015
are needed for SB350 accounting

SB350 Savings that
| are additive to IOU

SB350 Savings and POU potential. A

overlap with portion gets included

utility programs in the AAEE savings
forecast.

IOU and POU
AAEE Savings

P&G studies overlap
with committed

1970s savings 2015 20xXX 2030

SB350 starts  Cutoff date for
cumulating committed savings
savings back is a moving target
in 2015 that gets updated
every IEPR cycle

Sources of savings thatcounttoward SB 350 have the potentialto overlap because of the different
reporting frameworks used to quantify eachset of savings .The historic al and committed e nergy
efficiencyinthe IEPRbaseline forecast overlaps with outputs from the potential studies and other
beyond -utility program savings forecasts. The SB 350 analysis always startswith  abaseline of 2015,
whereasthe analysisforthe |EPR additional achievable energy efficiency has a sliding start year based
on the analysisyear.

Source: Navigant team



Per Figure 1, the savings accounting definitions are as follows:

)l

Historic al and committed : Thisterm refers to the energy efficiency
savings embedded in the baseline forecast of the /EPR The IEPRbaseline
forecast includes energy efficiency savings from historical utility programs
and codes and standards; it also includes savings committed to occur from
known codes and standards. The IEPR forecast also includessavings
forecast from approved utility program budgets.

IOU and POU potential studies : Savingsforecast in the IOU and POU
potential studies, including rebated equipment, behavioral programs, and
utility codes and standards advocacy claims. A portion of IOU and POU
potential study savings may overlap with energy efficiency savings in the
baseline forecast. Historically, codes and standards and 10U and POU
potential studies were the only source of savings included in the Energy
Co mmi s sddibonab achievable energy efficiency forecast.

IOU and POU addit ional achievable energy efficiency savings : The
savings forecast from IOU and POU programs that are incrementally
additive to (not double counted) the baseline forecast.

Baseline wedge : Aterm specific to the SB350 analysis. Thisterm is a
forecast of cumulative savings from utility programs with a start date of
2015 through the date of the existing analysis per SB 350 accounting
policy. The forecast includes the additional achievable energy efficiency
for IOUs and POUs as well as a portion of savings that overlap with the
baseline forecast

Beyond -utility savings : Savings beyond-utility programs calculated for
a range of programsthat may be counted as part of the additional
achievable energy efficiency. They may contain some overlap with other
historical, committed, or potential savings; thus, analysis to avoid double
counting is necessary. As programs develop and quantify claimed or
verified historical program savings, the Energy Commission will update
historical committed savings and forecast savings accordingly.

Utility Programs

SB 350requires accounting for IOU and POU savings.Historical and future
savings for IOUs and POUscome from four sources:

1
1
1
1

IOU actual savings claims
POU actual savings claims
IOU potential study forecast
POU potential study forecast

While this study focuses primarily on beyond-utility programs, t hese IOU and
POUdatasets are included for completeness.
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Beyond - Utility Programs

Various beyond-utility energy efficiency programs could contribute to meeting

t he st atingtaget.dany dolnot have long-term guaranteed funding and
have historically been excluded from the additional achievable energy efficiency
because ofthe uncertainty in funding, as well as lack of tracking data.

The SB350 analysis includes statewide and local government initiatives,
financing options, and other initiatives. Some programs exhibit areas of
undercounted savings from existing utility programs for the following possible
reasons

1 Misalignment on what is truly industry standard pr actice. The
IOUs cannot claim savings or provide rebates for projects that may be
deemed industry standard practice by the California Public Utilities
Commission (CPUC)CPUC treatsindustry standard practice similarto a
code or standard baseline.

1 Barrier sto program participation. In some cases, the programs affect
end users,? but the program participation requirements cause burdens,
which may result in unaccounted for savings. Incentives are not the only
drivers to implementing energy efficiency.

1 Nonprog ram requirements.  The IOUs do not allow projects mandated
by other drivers such as California Air Resources Board (CARB) andair
quality management district (AQMD) requirements to count toward IOU
program savings. These savings should be captured bythe SB350
analysis.

Table 1 lists the programs quantified within each category in the SB 350 analysis
of beyond-utility program savings. T he method described in the report captures
savings that are either not claimed by utility programsor are outside the scope
of a utility program. Any program previously analyzed has the associated original
documentation in an appendix to the Energy Commissionreport Senate Bill 350
Doubling Energy Efficiency Savings by 203(°

Codes and Standards

Since the 1970s, the Energy Commissionhas been responsible for establishing
standards for building codes and appliances. Specificcodes and standards
included in the analysis are Title 24: Building Energy Efficiency Standards

2 End users are consumers of utility electricity or natural gas.

3 Jones, Melissa, Michael Jaske Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manjit Ahuja. 2017. Senate Bill 350: Doubling Energy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€100-2017-010-CMF.
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(building standards), the California Green Building Standards CodgCALGreen)?#
Title 20: State Appliance Efficiency Regulations(appliance regulations), and
federal appliance standards. The codes and standards applicable savings include
all those savings not included in the baseline forecast. The codes and standards
reported for SB 350 analysis are those attributable to the standards, whether
claimed by utilities or not.

Financing Programs

California has several available financing mechanisms for energy dficiency
investments. Utility revenue does not fund these programs, which are major
contributors to projected energy savings. Utility-funded financing programs are
excluded from the analysis. Any analysis of savings associatedwith financing
must consider the synergistic benefits of coordinating with utility program
participation. This study attempts to quantify any overlap in claimed or potential
savings estimates between financing and utility program savings.

Behavior and Market Transformation

The behavior programs described in the behavior and market transformation
category are those associated with energy efficiency savings that result from
behavioral changes as opposed to installing a physical measure like new lighting
or equipment controls. These behavioral changes are typically initiated by
informing the customer or building owner of energy use patterns. The behavior
programs include benchmarking, energy asset ratings, and applications using
smart meter data (smart meter and controls), among other s. Market
transformation is another opportunity to realize energy savings through
accelerating widespread measure adoption. These efforts may provide additional
public education, funding, or other approaches to remove barriers.

Sector /Other

Several other programs have the potential to deliver significant savings in specific
sectors or markets. These programs may require the Energy Commissionto
explore new avenues to drive the market to change. These avenues include fuel
substitution, industrial measures, agricultural measures, and conservation
voltage reduction (CVR)

4 CALGreen provides voluntary specifications that can be used as model ordinances that allow a
city or county to establish m ore stringent building efficiency standards easily based on local
climatic, geological, or topographical conditions.
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Table 1. Beyond -Utility Programs

Category

Program

Codes and Standards

Buiding Standards (Title 24)

Codes and Standards

Appliance Regulations (Title 20appliance efficiency
standards)

Codes and Standards

Federal Appliance Standards

Codes and Standards

Local Government Ordinances

Financing Air Quality Management Districts
Financing Local Government Challenge
Financing Proposition 39
Financing LowIncome Weatherization
Financing Water-Energy Grant
. : California Department of General Services Retrofit
Financing Program
Financing Energy Conservation Assistance Act
Financing Property Assessed Clean Energy

Behavior and Market
Transformation

Benchmarking

Behavior and Market
Transformation

0

Behavioral, Retrocommissioning, Operational Saving

Behavior and Market
Transformation

Energy Asset Rating

Behavior and Market

Smart Meters and Controls

Transformation

Sector/Other Fuel Substitution
Sector/Other Agricultural
Sector/Other Industrial
Sector/Other CVR

Source: Navigant team

For this study, the Navigant team developed a comprehensive tool that enables
the Energy Commissionto forecast the savings from utility and beyond-utility
programs. The analysis for each program listed in Table 1 and those from utility
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programs is stored in its own program workbook; postprocessing steps combine
the effects of each program and enable scenario analysis. Chapter 2 discusses
the overall method of the tool ; Chapter 3 discusses the method for calculating
the portion of savings attributable to disadvantaged communitiesand low-
income customers. Chapters 4 and 5 provide the IOU and POU historical and
forecasted savings Chapters 6-24 for each program listed in Table 1 provide the
following detail :

)l

= 4 4 -

Program Overview

Updates Relative to Previous Study, if applicable
Method Description

Forecasting Scenarios

Areasto Improve
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CHAPTER 2:
SB 350 Savings Calculation  Method

This chapter describes the overall architecture and cross-cutting aspects of the
modeling the Navigant team used to forecast savings from utility and beyond-
utility programs for the Energy Commission. The savings calculation framework is
grounded in a set of Microsoft Excel® workbooks packaged together to calculate
SB 350 savings. Each program described inthe following chapters has its own
stand-alone program workbook that feeds into the overall SB 350-attributed
savings to-date and forecast future savings calculations. The intent of the tool is
to track savings toward the goal and forecast the remaining potential that may
achieve or surpass the goal.

SB 350 Tool Objectives

The SB 350 tool has several overall objectives:

1 Allowchanges in data inputs that may vary over time .

1 Capture historical versus forecast data in the individual program
workbooks.

1 Streamline data alignment with POU and IOU potential savings forecasts.
1 Develop and forecast various scenariosdriven by program -specific
scenarios and IEPR forecast scenarios

NORESCOwith other consultants, designed the beyond-utility program
workbooks in 2017 to capture a snapshot forecast for the 2017 SB350 report.
The Navigant team built an architecture around these workbooks to streamline
the analysis and pull in data from utility programs. The team also migrated the
original beyond-utility program workbooks into a new template to better
integrate inputs and results. Furthermore, the team updated a subset of the
beyond-utility workbooks as identified by the Energy Commission.

The overall SB 350 tool, outlined in Figure 2, has four major components listed
below. Each component is described in greater detail following the figure :

1 Utility savings workbooks

1 Beyond-utility program i nputs
1 Beyond-utility program workbooks
1 Posfprocessing
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Figure 2: Tool Structure

Tool Structure

Cumulative

Savings Data

Utility Savings
Workbooks

Program
Specific Data

Disaggregation

Global Data Matrices

Beyond Utility
Program Inputs

Beyond Utility Program
Workbooks

LI/DAC
Analysis

Post
Processing

This high -level flowchart shows the overarchingtool architectur e and includes utilityandbeyond -utility savings inputsthatfeed into the cumulative savings
Source: Navigant team
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Utility Savings Workbooks

The Navigant team developed a common template for taking the cumulative
savings resultsd historical (claimed savings) and forecast (Potential and Goals
study)d and transforming them to match the dimensionality of the beyond -utility
program analysis. These datasets are discussed in Chapters4 (IOUs)and 5
(POWs).

Beyond -Utility Program  Inputs

These inputs are the set of wo rkbooks that define the necessary inputs for the
beyond-utility analysis. Some of these input datasets are commonly used across
all programs, some apply selectively to a subset of programs, while others are
specific to the analysis of a single program.

Global Data

The datasets from external sources that are common across multiple beyond-
utility program workbooks are stored in the master input file to ensure
consistency. These datasets for example, include the IEPR sectorlevel
consumption forecasts.

Program -Specific Data

Each beyond-utility program workbook has its own set of data inputs and
assumptions. Each chapter description and the individual program workbooks
describe the program-specific data sources used to inform forecast assumptions.
Two cross-cutting elements that are present in each program workbook are:

1 Program -Level Scenarios : Each beyond-utility program workbook has a
set of assumptions that help develop three scenarios of savings:
conservative, reference, and aggressive.

1 Utility O verlap : Some of the beyond-utility programs overlap with utility
programs, and any potential for double counting must be subtracted out
of the beyond-utility program savings forecasts. A utility overlap factor for
each program accounts for this dynamic.

Disaggregation Matrices

Outputs of the SB 350 analysis are disaggregated across utility territories.
Program workbooksthat do not have the input data granularity to support this
level of disaggregation use a set of default disaggregation matrices to achieve
this goal. Two matrices distribute statewide program savings across utility
territories: one for electricity savings and one for natural gas savings.

Effective Useful Life by End Use

Effective useful life (EUL) informs the decay of first-year savings over time to
calculate cumulative savings as part of the postprocessing analysis of the
beyond-utility program savings. The Navigant team provides default values for

13



EUL by end use Programs that have measure-level detail that create distinctive
EUL values for an end use may alter this matrix in the program workbook.

Beyond -Utility Program Workbooks

The beyond-utility program workbooks follow a consistent tab structure and data
flow,asoutl i ned in the fABeyond UtlankinFigurePr ogr am
2, while allowing the savings analysis for each programto fit the available data

and appropriate forecasting method. Chapters 6-24 provide the details on the

inputs and assumptions, as well as the documentation provided in each

workbook.

Post processing

First-year savings results by utility, end use, and scenario from the individual
beyond-utility program workbooks undergo several postprocessing steps and
integration with the utility savings workbooks to produce the SB 350 forecast
These steps include calculating cumulative savings based on the end-use level
(EUD and decay functions, disaggregating to the utility level, allocating savings
to low-income and disadvantaged communities, and calculating greenhouse gas
emissions.

Low -Income and Disadvantaged Communities

Per the SB350 legislation, the Energy Commission must explore the barriers to

and opportunities for expanding low-incomec ust omer s® access to ene
efficiency. SB 350also requires examining opportunities located in disadvantaged

communities. This step determines savings attributable to these populations of

interest. Chapter 3 provides the details for the data sources and method to

calculate the allocation of savings that affect low-income and disadvantaged

communities.

Cumulative Savings

To appropriately calculate savings from an installed measure continuing beyond
the first year and decreasing over time because ofvarious factors, the Navigant
team applied a decay formulato each end use that is a function of EUL Decay
does not imply reduced performance of individ ual pieces of equipment over time,
but rather the fractional loss each year of a subset of equipment from the
originally installed population.
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CHAPTER 3:
Disadvantaged and Low -Income
Communities

The disadvantaged communitiesand the low-incomemarket segment represent
a large but hard-to-reach population. The classification of disadvantaged and
low-income communities represents a subset of the population within a given
geographic area, and the characteristics of both groups can make access to
energy efficiency programs challenging. This review of forecasting methods for
disadvantaged and low-income populations has roots in various definitional and
equity concerns and includes:

1 Defining disadvantaged and low-income populations as separate though
often comingled groups.

1 Reviewing datasets of interest in defining disadvantaged and low-income
populations.

1 Checking the CalEnviroScreen (CES)variables to identify the criteria for
defining populations, including comparing CES populations in poverty to
the population of residents eligible for the California Alternative Rates for
Energy (CARES program.

1 Summarizing differences in disadvantaged and low-income population
estimates between datasets.

1 Reviewing the analysis used to develop disadvantaged and low-income
population metrics and detailing the assumptions used in those analyses.

Definitions of Disadvantaged Communities

This study defines disadvantaged communities according to California state
legislation, which characterizes California communities across several criteria,
including disproportionate exposure to environmental pollutionand population
characteristics such as unemployment levels or concentrations of low-income
populations. Assembly Bill 32 (Nufiéz, Chapter 488, Statutes of 2006) (AB 32),

5 CalEnviroScreenhelps identify California communities that are affected by pollution; uses
environmental, health, and socioeconomic information to produce scores for every census tract in
the state; and maps scores to identify impacted communities.

6 CARE programoffers a monthly discount of 20 percent or more on gas and electricity.
Participants qualify through income guidelines or if enroll ed in certain public assistance programs.
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the California Global Warming Solutions Act, and the subsequent expansion
Senate Bill 535 (De Ledn, Chapter 830, Statutes of 2012) (SB 535) resulted in
the California Environmental Protection Agency (CalEPA) designating 25 percent
of the highest scoring census tracts via the CES toolas disadvantaged
communities.

AB 32: The CaliforniaGlobal Warming Solutions Act of 2006’ directs the state
board to, Awhere applicable and to the exten
investment toward the mostdisadvant aged communi ti es in Califo

SB 535: In 2012, the Legislature passed SB 535 and directed that, in addition to
reducing greenhouse gas (GHG)emissions, 25 percent of the money allocated
from the Greenhouse Gas Reduction Fund also must go to projects that benefit
disadvantaged communities.2 A minimum of 10 percent of the funds must be for
projects within disadvantaged communities.® CalEPA° was given the
responsibility to identify disadvantaged communitiesfor this legislation based on
geographic, socioeconomic, public health, and environmental hazard criteria.
These criteria may include:

1 Areas disproportionately affected by environmental pollution and other
hazards that can lead to negative public health effects, exposure, or
environmental degradation.

1 Areas with concentrations of people that are of low-income, high
unemployment, low levels of home ownership, high rent burden, sensitive
populations, or low levels of educational attainment

Section 39711 of the Health and Safety Code adopted the SB 535 definition of
disadvantaged communitiesand applied it through the CEStool for communities
in the top 25 percentile of CES scores.

Definitio n of Low | ncome

The Navigant team aligned its definitions of low-income populations for this
study with CES 3.0 and the U.S. Census Bureau American Community Surveg s
(ACS) definitions of poverty. The ACS maintains information on the poverty rate
in different areas in California based on the federal poverty level. The federal
poverty level defines poverty based on the size of the household and the ages of

7 NUfez. 2006. AB 32 Air Pollution: greenhouse gases: Callfornia Global Warming Solutions Act of
2006.

8 De Ledn. 2012. SB 5353 California Global Warming Solutions Act of 2006: Greenhouse_Gas
Reduction Fund

9 California Environmental Protection Agency Office of Environmental Health Hazard Assessment.
2014. Approaches to ldentifying Disadvantaged Commurnities.

10 California Environmental Protection Agency. 2017 Designation of Disadvantaged Communities
Pursuant to Senate Bill 535.
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family members. CES usesthese data to determine the percent age of the

population with incomes less than two times the federal poverty level based on a

five-year estimate from 2011 to 2015. CES uses a threshold of twice the federal
povertylevelbecause Californiads cost of |living 1is
the country. The widespread use of this definition allows the study to maintain

consistency with publicly available datasets, including CES and CARE reporting,

usi ng Cal i f or nowmdome. Ghede definitibns arenals@ cbnsistent

with the income thresholds used to define eligibi lity to participate in the energy

efficiency programs designed to address the needs of low-income residents,

including the Energy Savings Assistance (ESA) programt!

Moreover, the Low Income Home Energy Assistance Program (LIHEAP) defines
income thresholds that require an annual household income (before taxes) below
60 percent of the state median income. The LIHEAP thresholdgenerally lines up
with the CARE threshold for households of six orfewer persons, though LIHEAP
income thresholds are lower for households of seven or more persons. Appendix
A discussesLIHEAPR including a comparison of income thresholds between CARE
and LIHEAPR

The analysisincludes the area median income level as apoverty metric. Although
area median income thresholds are available at the state and county level s, more
granular data are necessary to forecast at the utility level to address
inconsistencies between utility service territories and county boundaries. In this
case, the team mapped ZIP codes to utilities. The Method Description section
discusseshow the analysis used CES census tract,ZIP code, and utility data to
define the low-income population.

Dataset Reviews

The research design included defining what low-income and disadvantaged
communities mean in the context o f the modeling and how different research
products and datasets can be combined to characterize completely the energy
users and communities that might fall under these definitions ; it also includes
how energy efficiency projects might be targeted for these populations. The
team reviewed several publicly available data sources that are vetted and
maintained over time to identify what single or combined sources accurately
define low-income and disadvantaged communitiesto form a forecast at the
utility level .

11 The ESA program provides no-cost weatherization services to low-income households that
meet the same criteria as the CARE program.
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1 ACS: The U.S. Census Bureauconducts the ACS every year to provide up-
to-date information about social and economic needs at the community
level (by ZIP code). It gathers information previously contained only in the
long form of the decennial census. This research used the 2017 ACS
update to understand how CESuses the survey data to develop
socioeconomic factor indicators.?

1 CES CES is a mapping tool that helps identify Californiacommunities
most affected by many sources of pollutionand where people are often
especially vul ner ab't GESuses epvonrhentél,i onds ef f e
health, and socioeconomic information to produce scores for every census
tract in the state . The research for this study used CES to assist in
identifying counties that contain disadvantaged and pollution-burdened
communities based on the CES characteristics of their aggregated census
tracts.

1 CARE: The CAREprogram provides a monthly discount of 20 percent or
more on gas and electricity. Participants qualify through income guidel ines
or if enrolled in certain public assistance programs.* CAREis a large
statewide 10U program with a 2017 program budget of $1.27 billion, of
which $1.24 billion directly subsidized low-income electricity and natural
gas customers.!®> CARE is importantbecause it

0 |s subject to income verification.

0 Provides service to many Californiaresidents.

0 Isreported to the Legislature each year through utility compliance
filings.

Thisresearch analyzesCA RE & s 0 v e-lewelllow-incomepogulation

eligibiityand popul ati on partici patOtheen for Cal i
utilities, such as the Sacramento Municipal Utility District (SMUD), have

similar programs, but these may not be subject to the same reporting

requirements as CAREAs such, applying CARE would likely be limited to

low-income populations receiving electricity or natural gas from

Californiads | OUs.

Table 2 summarizes how the datasets previously discussed might be combined,
including geographic coverage and data specificity. The geographic data
specificity is at the most granular geographic area provided by the dataset ( for

12 United States Census Bureau 2019. American Community Survey (ACS)

13 Office of Environmental Health Hazard Assessment (OEHHA). CalEnviroScreen
14 Pacific Gas and Electric Company 2018. CARE and FERA Enrollment

15 California Electric and Gas Utility Cost Report Public Utilities Code Section 913 Annual Report
to the Governor and Legislature. California Public Utilities Commission, Energy Division, April
2018.
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example, county, ZIP code, census tract, and so forth). In general, all data
sources can be used to define markets in the 10U services territories, followed by
county-, city-, and census-tract-level analysis ACSand CES can be used to
define markets in all utility service areas in California.

Table 2: Geographic Coverage and Data Specificity of Research Products

Analyzed
e
ACS National Census tract
CES California Census tract
CARE California 10U territories County

Source: Navigant team

Applicability of CES

Because CES is often referred to as the key source for defininglow-income and
disadvantaged communities, it is necessary to provide an interpretation of the
CES tool, including how the scoring is defined and calculated and what the
relationship is of CES to the ACS. Thisreport also compares CES to CARE
including what metrics within the CES model might be the most appropriate to
use to assessenergy efficiency potential.

CES Score Formula

CES uses environmental, health, and socoeconomic information to produce a
numerical score for each census tract in the state. The CESscores use a place-
based method to assess the relative effects of pollutionon communities. The
model consists of four components: two pollution burden components and two
population characteristics components. Each componentis made up of
indicators.

1 Indicators : The model uses 20 indicators (listed in
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1 Table 3): 12 measure pollution burden, and eight measure population
characteristics. Each census tract receives scores for as many of the 20
indicators as possible. For each indicator, the scores are ordered from highest
to lowest, allowing a percentile to be calculated for all indicators that have a
score in a given census tract. The percentile represents a score relative to
other census tracts for the available indicators.

1 Components : The percentiles are averaged for the set of indicators in each
of the four components & exposures, environmental effects, sensitive
populations, and socioeconomicfactorsd to produce a score. The maximum
score for all components is 10.

1 Population characteristics : The population characteristics score is the
average of the sensitive populations and socioeconomic components.

1 Pollution burden : The pollution burden score is the average of the
environmental effects and exposures components, where the environmental
effects component is weighted by half because CES considerenvironmental
effects to make a smaller contributionto the pollution burden than exposures
do.

The CESscore is the product of the population characteristics score for a census
tract and the pollution burden score of that tract. The CESscore can also be the
product of the average score of a population & exposure and environmental
factors and the average score of the sensitive population indicators and
socioeconomic factors. Figure 3 shows the formula the Navigant team used to
calculate the CESscore. An area with a high score experiences a higher pollution
burden than an area with a low score. Appendix A details the equation the team
used to provide the CES score at the census tract level.

Figure 3: Formula for Calculating CES Score

Pollution Population
Burden Characteristics

Average of
Sensitive
Populations "W CalEnviroScreen

and -

Average of
Exposures

and

Environmental . .
Effects* Socioeconomic

Factors

* The Environmental Effects component is weighted one-half when
combined with the Exposures component.

Visual of the formula for calculating the CalEnviroScreen Score, w hich is the result of

multiplying the pollution burdenand the population characteristics.
Source: CalEnviroScreen 3.0
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Table 3: CES Indicators

Pollution Indicators

Population Characteristics

Exposure Indicators

= =4 =4 -4 -4 - -

Air Quality: Ozone

Diesel Particulate Matter
Pesticide Use

Traffic Density

Air Quality: PM2.5

Drinking Water Contaminants
Toxic ReleasesFrom Facilties

Sensitive Population Indicators

M1 Asthma
1 LowBirth-Weight Infants
I Cardiovascular Disease

Environmental Effect Indicators

9 Cleanup Sites
M Hazardous Waste Generators and

Facilities

I Sold Waste Sites and Facilties
9 Groundwater Threats
1 Impaired Water Bodies

= =4 4 4 -

Socioeconomic Factor Indicators

Educational Attainment
Linguistic Isolation
Unemployment
Housing Burden
Poverty

Source: Navigant team

CES and ACS

Itis important to understand the relationship between CES and ACSwhen
reviewing datasets and assessing the potential to fully profile disadvantaged and
low-income populations. CES uses datafrom ACSfor educational attainment,
housing-burdened low-income households, linguistic isolation, poverty, and
unemployment. All the non-health-related population characteristics are sourced
from the annual U.S. Census Bureau survey data. Table 4 compares the CES and
ACS metrics mostrelevant to forecasting energy efficiency on low-incomeand
disadvantaged communities, while a more complete comparison of metrics can

be found in Appendix A.

Table 4. Comparison of the Poverty CES and ACS Metrics

Metric CES ACS
L Number of individuals below 200
Percentage of the population living
. percent of the federal poverty level per
Poverty below two times the federal poverty .
level (5-year estimate, 2011-2015) census tract for the state of California
y ! (2011-2015 survey)

Source: Navigant team
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Variationsin CES Metrics by County
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Table 5 outlines the CES population metrics for several counties to compare
populations in disadvantaged communities and those in poverty. CES defines the
population in poverty as residents earning less than 200 percent of the federal
poverty level at the census tract level, regardless of whether they reside ina
census tract that is designated as disadvantaged. In many cases, there is a
significant disparity in each county between the size of the population in census
tracts that are designated disadvantaged communities and the size of the low-
income population in poverty.

The team identified this discrepancy in the sample of six counties provided in
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Table 5. In those counties, 18 percent of census tracts are designated
disadvantaged communities,'® accounting for 24 percent of the total population.
In contrast, 47 percent of residents are low-income. This percentage is notably
higher than the 24 percent living in disadvantaged census tracts when defining
the census tract population in poverty based on the CES poverty!” metric (that is,
the percentage of the population within a census tract that is living at or below
two times the federal poverty level). This finding implies that when forecasting
energy efficiency potential within a county, the CES poverty metric defines a
larger pool of eligible participants than if the population is defined only as those
residents livingin disadvantaged census tracts. Thisresearch reviewed only six
out of Cali for ni adasmternbldl topmesent & State deveh vietl.

16 As defined as adopted in Section 39711 of the Health and Safety Code and is applied through
the CES tool to communities in the top 25 percentile of CES scores.

17 See Table 4.
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Table 5: Example of County CES Statistics

Difference

Total T 3 ? in DAC
Total No. - . DACCT ) DING Population 0 . Population

County . CTs ) Popula . Population
Population of DACH* Population tion in Poverty in Povert and

CTs y Population

in Poverty

Butte 220,000 51 4% 8,674 4% 97,554 44% 88,880
Humboldt 134,623 30 0% 0 0% 60,735 45% 60,735
Kern 839,631 151 45% 403,918 48% 397,647 47% -6,271
Marin 252,409 55 0% 0 0% 48,292 19% 48,292
Mendocino 87,941 20 0% 0 0% 39,109 45% 39,109
Santa Barbara 423,895 89 0% 0 0% 155,512 37% 155,512
Total 1,706,090 396 18% 412.592 24% 798,849 47% 386,257

*CT = census tract

*DAC = disadvantaged communities
Source: Navigant team

Comparison of CESand CARE

Table 6 compares CES and CAREwhich can be used to assess the applicability
of either dataset when identifying low-income populations. The CES toolmaps
pollution hazards to allow for assessng vulnerabilities to such hazards in
communities across California.The CARE program further defined in Appendix
A,was designed to address the needs of low-incomehouseholds by offering a
discount to retail electricity and natural gas rates for residents with income at
200 percent of federal poverty level or less (income being the only metric used
to define CARE eligibility). Both datasets provide methods to define low-income
and disadvantaged populations, which are useful in forecasting energy efficiency

potential.
Table 6: CES and CARE Definitions by Component
Component CES CARE
. Use§ percenties to assign Statewide income thresholds

Geographic relative scores for each of the .

- . . .| that are periodically updated to
Area indicators in a given geographic . T

follow national guidelines.
area (census tract).

25




Component

CES

CARE

Uses ACS data for norhealth-
related population

California-specific for IOU

Data Reliability | characteristics; relies on territories; income verified and
adequate sampling that is audited.*®
national is scope.
None inherentd analysis does
show clear disparities with
respect to the racial makeup of
the communities with the None inherentd depends on
Minority highest polution burdens and income and household size.
Representation | vulnerabiities. Onein three Some relationship between
Hispanic and one in three black | household size and race®
people are likely tolve in a
tenth decile tract compared to
1 in 14 white people. *°
Accounts for socioeconomic
Risk and sensitivty factors as effect Addresses socioeconomic status.

modifiers for environmental
polutants and health risk.

Intended Use

Designed primarily to address
health risk and environmental
quality.

Designed primarily to allocate
rate discounts for energy and as
a qualifying criterion for
participation in energy efficiency
and related programs.

Source: Navigant team

18 Public Utilities Code Sections 382, 739.1, 900, and 2790 require the Public Utilities
Commission to establish and manage the CARE program in the most efficient and costeffective
way, including determining utility administrative and outreach expenditures and developing
discount rates, penetration goals, and enrollment methods. A variety of related Public Utilities
Commission decisions and best practice criteria (such as found in the State Administrative
Manual) also speak to similar goals and administrative objectives for the program.

19 Office of Environmental Health Hazard Assessment California Environmental Protection
Agency. 2018. Analysis of Race/Ethnicity. Age. and CalEnviroScreen 3.0 Scores

20 Reyes, Belinda. 2018. A Portrait of Race and Ethnicity in California. Public Policy Institute of

California.
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https://oehha.ca.gov/media/downloads/calenviroscreen/document-calenviroscreen/raceageces3analysis.pdf
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Comparison of

Low -Income Population Metrics
Table 7 compares county populations defined by the CESpoverty metric and the

population eligible for CARE 2! the table also shows low-income population
estimates varied for each county, with a range from -17 percent to 28 percent.
Atthe total sample level, the CES population in poverty estimate was about

3 percent higher than the estimated CARE-eligible population.

Table 7: Comparisons of CES and CARE Populations

% of CES
Total CES Eligible Population in
County Ponulation Population CARE Poverty to
P in Poverty Population Eligible CARE
Population
Butte 220,000 97,554 117,998 83%
Humboldt 134,623 60,735 71,543 85%
Kern 839,631 397,647 361,485 110%
Marin 252,409 48,292 56,217 86%
Mendocino 87,941 39,109 44,851 87%
Santa Barbara 423,895 155,512 121,029 128%
Total 1,958,499 798,849 773,123 103%

Source: Navigant team

Summary of Population Metrics Analysis
The following summarizesobservations from the preceding discussions:

T

In developing a forecasting method for disadvantaged and low-income

communities, defining the population of households that may qualify for low-

income market interventions varies depending on the dataset used or the
specific metrics selected within a specific dataset.
Using the CESdisadvantaged community definition alone as the criteria

resulted in a significantly smaller population of low-incomeresidents than the
estimated CES population in poverty or eligible CARE population.

21 Further defined in Compliance Filing of Pacific Gas and Electric Company (U 39M), On Behalf
of Itself, Southern California Gas Company (U 904-G), San Diego Gas and Electric Company (U

902-M), and California Edison Company (U 338E), Regarding Annual Estimates of CARE Eligible
Customers and Related Information. California Public Utilities Commission February 9, 2018.
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1 For a sample of six counties reviewed, the CES population in poverty estimate
was roughly 3 percent higher than the estimated CARE-eligible population; the
variance at the county level ranged from -17 percent to 28 percent.

1 In considering which definition to use to forecast energy efficiency impacts on
low-income populations:

0 Data availability at the appropriate level varies, and consistency with

other state programs for energy e fficiency and addressing low-income
and disadvantaged community needs is a priority.

The CAREeligible population is a California-specific estimate based on
a process that includes income verification and periodic audits to
confirm accuracy. Qualifying for CARE is a criterion requiredto

participatei n t he ESA pr ogr amlow-B@mea f or ni ads

focused energy efficiency program.
The CES population estimates are based primarilyon ACS data, which

are based on an ongoing survey conducted by the U.S. Census Bureau.

It regularly gathers information previously contained only in the long
form of the decennial census.

Method Description

The Navigant team designed the savings estimates for the SB 350 workbooksto
produce several forecast breakouts based on daracteristics such as utility and

forecasting scenario. As a postprocessing element of the overall tool, the

disadvantaged community and low-income elements interact with three of these
variablesd utility, program, and end used while accommodating future up dates
based on data availability. Producing savings estimates for low-incomeand

disadvantaged community populations involves incorporating four distinct ratios

(as shown in the simplified formulain
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Figure 4), the results of which are then applied to the products of the program
workbooks. The following sections:

1 Describe the method used to attribute CES poverty and disadvantaged
community data to utilities using ZIP code databases that define utility
territories and how this allocation relies on the specific utility list involved
in the study.

1 Discussthe application of low-income modifiers to residential program
workbooks and disadvantaged community modifiersto the full suite of
program workbooks, including how this process addresses overlap
between the populations.

1 Explainhow the analysis team used technology adoption lag among low-
income populations and disadvantaged communitiesto address program-
and end-use-specific modifiers to savings, and how these assumptions can
be modified.
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Figure 4: Simplified Low -Income /Disadvantaged Community Savings Ratio

Formula
LI/DAC Program End-Use DAC/LI
Population 4 Specific X Specific X Technology =
Metrics by Utility Modifier Modifier Lag Factor

Visual ofthef ormula to calculate alow -income or disadvantagedcommunity savings ratio. The formulaincludes
four parameters multiplied to get aratio to applyby geographic zone.

Source: Navigant team

Using ZIP Code Data

The Navigant team derived the aggregated low-income/disadvantaged
community population proportion metrics by utility from CES data. Figure 5
summarizes the database inputs and overall processto produce the values for
aggregated utility low-income/disadvantaged community population proportion
ratios. Although CES data are available down to the census tract level, utility
service territories could be mapped only down to the ZIP-code level. The team
paired CEScensus tracts with the corresponding utilities using databases of IOU
and non-10U service areas by ZIP code. These databases were then reviewed to
ensure that non-10U electricity providers not examined in this study were treated
consistently. For example, if a POU was coded in the database for a municipality,
the corresponding IOU for that service area was instead attributed to that ZIP
code. The team used the resulting dataset of CES census tracts, disadvantaged
community designations, poverty metrics, and corresponding gas and electric
utilities to produce aggregated utility population proportionsfor low-incomeand
disadvantaged community population metrics, which were then modified
according to the formula shown in
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Figure 4.

31



Figure 5: Utility Population Proportion ~ Low -Income /Disadvantaged Community Method Diagram
LI/DAC Metric Development Methodology

IOU Zip Non-I0U CES 3.0 Technology
Code Zip Code Data ’ Adoption Lag
Database Database Factor

l |

- Ay

Combine IOU
and NonrlOU Zig
Code DatabasH

Filter for LI/DAC
Population Data

Interim Analysis Inputs/Extracts Data Sources

Multiply LI/DAC
multipliers to
Program Result
in the R Script

)

PostProcessing

Flowchartdepicting the low -income /disadvantaged community  ratio calculation steps and application to the SB 350 savings.

Source: Navigant team
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Technology Adoption Lag

The beyond-utility program workbooksinclude savings by specific technology
end uses. TheNavigant team applied the end use-specific modifiers to low-
income/disadvantaged community energy efficiency savings. It is widely
acknowledged that there are structural and policy barriers to technology

adoption among disadvantaged community and low-income populations.22 In the
context of energy efficiency program adoption and, in particular, technology end-
use adoption, substantive data regarding the rate of adoption are not available.

To address the expected variation in end-use adoption and program participation
for the se populations, the approach of this study addresses general technology
adoption rates and trends for disadvantaged community and low-income
populations with a modifier . The team labeled this modifier the low-income and
disadvantaged community technology adoption lag factor. The lag factor
incorporates analysis of data observed acrossseveral technologies, with the
adoption rate of low-income individuals at a given time typically being less than
general adoption rates by between 30 and 50 percent. Applyingthe lag factor
relies on two key assumptions:

1 First, the approach assumes that similar barriers to technology adoption
exist for technologies unrelated to energy efficiency.

1 Second, it assumes the rate at which technologies are adopted by low-
income populations and disadvantaged communitieswill lag that of other
populations at a constant level.

In support of these assumptions, this approach examines data regarding
differential technology adoption related to age disparity ,22 rural and urban
communities,?4 and the trend of higher -income adults adopting digital technology
earlier than their lower-income counterparts (Figure 6).25 Several of the
structural barriers identified by the SB 350 Barriers Study® (low home ownership

22 Scavo, Jordan, Suzanne Korosec,Esteban Guerrero, Bill Pennington, and Pamela Doughman.
2016. Low-Income Barriers Study, Part A. Overcoming Barriers to Enerqy Efficiency and
Renewables for Low-Income Customers and Small Business Contracting Opportunities in
Disadvantaged Communities California Energy Commission. Publication Number: CEE300-2016-
009-CMF.

23S mi t h, Erin, Pew Res e Otder AdulSs emu fTechnologyAUse i | 2014. fi

24Per ri n, Andr ew, Pew Re skigtal Gap BeBveentReral and Mamryral 2 0 1 9 . f
America Persists 0

25Ander son, Moni ca and Madhumitha Ku m®Digital DRidew Resear ch
Persists Even As Loweflncome Americans Make Gains In Tech Adoption 0

26 Scavo, Jordan, Suzanne Krosec, Esteban Guerrero, Bill Pennington, and Pamela Doughman.
2016. Low-Income Barriers Study, Part A: Overcoming Barriers to Enerqy Efficiency and
Renewables for Low-income customers and Small Business Contracting Opportunities in
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https://efiling.energy.ca.gov/getdocument.aspx?tn=214830
https://efiling.energy.ca.gov/getdocument.aspx?tn=214830
https://efiling.energy.ca.gov/getdocument.aspx?tn=214830
https://www.pewinternet.org/2014/04/03/older-adults-and-technology-use/
https://www.pewresearch.org/fact-tank/2017/05/19/digital-gap-between-rural-and-nonrural-america-persists/
https://www.pewresearch.org/fact-tank/2017/05/19/digital-gap-between-rural-and-nonrural-america-persists/
https://www.pewresearch.org/fact-tank/2017/03/22/digital-divide-persists-even-as-lower-income-americans-make-gains-in-tech-adoption/
https://www.pewresearch.org/fact-tank/2017/03/22/digital-divide-persists-even-as-lower-income-americans-make-gains-in-tech-adoption/

rate, lack of capital and credit, financing, and living in remote communities ) were
reflected in well-supported demographic trends. Furthermore, the rate of lag
among these populations does not vary significantly over time; it tends to stay at
a fixed rate below general adoption rates. Taken together, these trends support
using a static lag factor rather than attempting to adjust adoption metrics in the
absence of supporting data.

The analysis team included program- and end-use-specific modifiers in the
method to incorporate future data relating to low-income and disadvantaged
community savings lag and to maintain consistency with the other program
workbooks. In the case of end -use-specific modifiers, all were given a value of
one, while program -specific modifiers varied, as detailed in the AddressingLow-
Income and Disadvantaged Communitiesby Sector section.

Figure 6: Digital Technology Adoption Trends
Lower-income Americans continue to
lag behind in technology adoption

% of U.S. adults who have the following ...

B <E30K £30K-599,999 = E100K+

I -
Smartphone a1
95
B
Desktop or laptop
a7
computer
a7
T E
Home breadband &0
a4
B
Tablet computer b5
T2
i
All of the above 43
65

Horizontal bar chart depictingthe digital technology
adoption trends based on householdincome levels.
Greateradoption occurs at higher  -income levels.

Source: Pew Research Center

Disadvantaged Communites. California Energy Commission. Publication Number: CEE300-2016-
009-CMF.
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Addressing Low-Income and Disadvantaged Communities by Sector

The team also considered the sectoral relevance of the low-incomeand
disadvantaged community definitions to the specific program workbooks.
Programsexclusively serving nonresidential sectors will not directly affect low-
income populations living in a given census tract. Rather, low-income populations
will be affected by programs targeting residential savings, while disadvantaged
communities will be affected by any activities occurring within the community .
This approach accomplishes several things:

1 It acknowledges the place-based nature of the disadvantaged community
designation by accounting for the effects of nonresidential and residential
programs to a community. Conversely, forecasts for low-income populations
will not overestimate savings based on programs with minimal to nonexistent
residential impacts.

1 It addresses overlap between disadvantaged populations and low-income
populations while retaining a sufficiently broad population sample, the need
for which is discussed in the Summary of Population Metrics Analysissection.
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CHAPTER4:
Utility Program Savings 0
Investor -Owned Utilities

Cal i f omaar iOHD svhichinclude Pacific Gas and Electric (PG&E), Southern
California Edison (SCE), San Diego Ga® Electric (SDG&E), and Southern
California Gas (®CalGas)d run extensive portfolios of energy efficiency programs
across all sectors. The historical savings and the results of the energy efficiency
potential studies are quantified via processes and reporting frameworks set up by
the CPUC

Method Description: Historical Savings

Savingsfrom historical program activities are based on data collected from
program reporting mechanisms and the evaluation, measurement, and
verification (EM&V) efforts conducted and catalogued by the CPUC. There are
two platforms for the data reporting. Oneis EEStats?’ which has data that were
analyzed for the 2015 program year. For program years 2016 and beyond, the
CPUC moved to a different platform called Cdifornia Energy Data and Reporting
System (CEDAR$.28 Grossreported savings by utility, sector, and end use are
accessible via these two datasets. Energy Commission staff convered gross
savings to net savings for analysis.

Method Description: Future Savings

Savingsforecasted from future program activities rely on the work performed for
the IOU Potential and Goals (PG study. This study developed estimates of
energy and demand savings potenti al [
major IOUs during the post-2019 energy efficiency rolling portfolio planning

cycle. Historically, the PG study has been updated everytwo years and provides
a 10-year forecast. A key component of the 2019 PGstudy is the Potential and
Goals Model (PGmodel), which provides a platform to conduct robust

guantitative scenario analysis that reflects the complex interactions among

27 "California_Energy Efficiency Statistics &alifornia Public Utilities Commission

28 CEDARS 2019. "California Enerqgy Data and Reporting System €alifornia Public Utilities
Commission

36

n

t

h e


http://eestats.cpuc.ca.gov/
https://cedars.sound-data.com/

various inputs and policy drivers.?® Savings quantified via the 2019 PG Study
include:

1 Rebate programs.

1 Codes and standards

1 Emerging technologies (industrial and agricultural sectors only) .30
1 Behavioral, retrocommissioning, and operations measures BROS.

Codes andstandards savings forecasts from the IOU PG study are an input to

the beyond-utility analysis of codes and standards described in subsequent
chapters (Chapter 61 Title 24, Chapter 7 1 Title 20, and Chapter 8 i Federal
Appliance and Equipment Sandards). The rest of this chapter focuses on savings
from the other three items (rebate programs, emerging technologies, and BROS).

Forecast ing Scenarios: Future Savings

Scenarios in the 2019 PGstudy were built primarily around policies and program

decisions that are under control of the CPUC and IOUs collectively these are

referred to as finternally influenced variables.0 Variation in externally influenced

variables (such as economic and demographic conditions) were not considered in

the goals study but are considered in the additional achievable energy efficiency

and SB 350 scenarios. A sample list of internally and externally influenced

variables can be found in Table 8. Additional details on each of the internally

influenced variables can be found in the study
Study S cfeomdrebiuarys2b, 2019.3!

29 Navigant Consulting, Inc. 2019. 2021 Enerqy Efficiency Potential and Goals Study California
Public Utilites Commission.

30 While emerging technologies are also considered in the residential and commercial sectors,
they are embedded within the savings forecasted under rebate programs.

3INavigant Con s ul Webmayr on Pbtential Study0Stehariosio Cal i for ni a Public
Utilittes Commission.
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https://www.cpuc.ca.gov/General.aspx?id=6442461220
https://pda.energydataweb.com/api/downloads/2133/P%26G%20Scenarios%20Webinar%20Feb%2021%202019.pptx

Table 8: Variables Affecting Energy Efficiency Potential

Internally Influenced Externally Influenced
1 Costeffectiveness (C-E) test 1 Building stock forecast
1 C-E measure screening threshold 1 Retail energy price forecast
1 Incentive levels 1 Measure-level input uncertainties (unit
1 Marketing and outreach energy savings, unit costs, denstties)
1 BRGs customer enrolment over time 1 Non-1OU financing programs
1'|' 10U fmancmg programs ﬂ EnaCting of future Codes and Standards

Source: Navigant

The 2019 PGstudy ran five scenarios as discussedin the PG study report. 32 The
PG study reference scenario represented business as usud and the continuation
of current policies, while the other four scenarios deviated from the reference
scenario. The CPUC ultimately adopted thereference scenario as the 10U goals
through Decision 19-08-034.

The SB 350 savings analysis reliesontheEn er gy C o nadditisnali on 6 s
achievable energy efficiency scenario definitions for forecasted IOU program
savings. Sixadditional achievable energy efficiency scenarios were developed,;

they were built upon the PG study scenarios and use many of the same variables

to define each scenario. The SB350 analysis used savings from two of the six
additional achievable energy efficiency scenarios asthe reference and aggressive
cases; these are detailed in Table 9 and described below.33

1 SB 350 Reference Case : This case used additional achievable energy
efficiency Scenario 3, which aligns with the CPUGadopted goals (the PG
study reference scenario). By aligning with CPUCGadopted goals, the SB
350 reference case best reflects current policies and business as usual.

1 SB 350 Aggressive Case : This case usedadditional achievable energy
efficiency Scenario 6, the most aggressive of the additional achievable
energy efficiency scenarios. It assumed increased incentives, increased
marketing strength, and aggressive adoption options for BROs,
agricultural, and industrial emerging technologies and financing.
Moreover, this scenario filters the applicable measures to those passing
the cost test at a benefit -cost ratio of 0.65 versus 1.0, allowing more
measures to be considered in the forecast.

32 Navigant Consulting, Inc. 2019. 2021 Enerqy Efficiency Potential and Goals Study California
Public Utilities Commission.

33 California Energy Commission, Webinar for the Demand Analysis Group, 2019 Additional
Achievable Energy Efficiency Preliminary Results (sli¢ 3 ) , Oc t 02010 AddifloBal 9 . f
Achievable Energy Efficiency Preliminary Resultd
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https://www.cpuc.ca.gov/General.aspx?id=6442461220
http://dawg.energy.ca.gov/sites/default/files/meetings/AAEE%20Preliminary%20Results%2010-18-19.pdf
http://dawg.energy.ca.gov/sites/default/files/meetings/AAEE%20Preliminary%20Results%2010-18-19.pdf

No variable significantly affects low-income program savings; therefore, low-
income savings are the same across thereference and aggressive SB350
scenarios

Table 9: 10U Program Savings Forecast Scenario Definitions

Eneroy Eifcianey Mid - Mid Mid - High Plus
: (Scenario 3) (Scenario 6)
Scenario
2017 1EPR: Building Stock | 517 |EpR MidCase | 2017 IEPR MidCase
and Retail Prices
Agricultural and Industrial Reference Adaressive
Emerging Technologes 99
0, 0,
Incentive Levels Qapped at 50% of Qapped at 75% of
incremental cost incremental cost
C-E Measure Screening
Threshold
(TRC using 2019 Avoided ! 0.65
Costs)
Marketing & Outreach Default calibrated value Aggressive
Financing Programs Reference Aggressive
Low Income PG study result PG study result
BROsProgram .
Assumptions Reference Aggressive

Source: Webinar for the Demand Analysis Group, 2019 Additional Achievable Energy Efficiency Preliminary Results (slide
3), October 2019.
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CHAPTERS:
Utility Program Savings 0
Publicly Owned Utilities

Likethe IOUs,Cal i forni ads POUs also run energy eff
historical savings and the results of the energy efficiency potential studies are

guantified via processes and a reporting framework set up by the California

Municipal Utilities Associationand rolled up into an annual report. The reporting

requirement complies with Senate Bill 1037 (Kehoe, Chapter 366, Statutes of

2005) that each POU must report annually to its customers and the state on its

investment in energy efficiency and demand reduction prog rams. Assembly Bill

2021 (Levine, Chapter 734, Statutes of 2006) added to these policies by

requiring the POUsto establish 10-year energy efficiency targets triennial ly.

Method Description: Historical Savings

Savings contributions to the SB 350 goals from historical program activities are
based on data collected from the SB1037 compliance reports submitted by the
POUs to the Energy Commission3* Data in these reports include net, gross, and
peak annual savings values for 40 CaliforniaPOUs. Savings are rported at the
utility, residential and nonresidential, and measure category levels. POUs report
units installed by measure category, which includes end uses such as residential
lighting and nonresidential lighting.

Energy Commission staff selects net repated savings by utility, sector

(residential or nonresidential), and end use (described in the SB 1037 report as
measure category) for each POUto quantify historical savings. For SB 350
analysis, the largest 16 POUSs, which are required to submit an integrated
resource plan,3® were analyzed at the utility level, and the remaining smaller POU
savings were combined and considered asNorthern California or Southern
California small POUs. POUs vary in customer size and needs, so not all
measures reported inthe SB 1037 compliance report are rebated by each POU.
The POU s able to select which measures to rebate based on the needs of the

34 California Municipal Utilities Association. 2019.Ener gy Effici ency in Cal i fornia
Sector: 13th Edition.

35 An integrated resource plan provides the forecasted energy demand, plus some established
reserve margin, through a combination of supply -side and demand-side resources over a
specified future period.
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community served, available funding and staff resources, and other limiting
factors as determined by each POU.

Method Descripti on: Future Savings

Savings contributions to the SB 350 goals from future program activities rely on
the work performed for the POU Potential Study The California Municipal Utilities
Association in partnership with the Northern California Power Agency (NCPA)
and the Southern California Public Power Authority (SCPPA,3¢ collaborated on
developing POU 10year electricity savings projections to establish electricity
savings goals3’” Navigant previously conducted an analysis funded by the Energy
Commissionto adapt the nonpublic POU modelto meet the needs of this
analysis. Adaptations to the model included:

1 Extending the POU model forecast period to 2029.

1 Enabling a common crosscutting scenario analysis framework for all
POUs

1 Applynet-to-gross ratios to POUs that did not report net savings.

When the original POU analysis was conducted, it focused on producing savings
for the 16 largest POUs and provided cumulative savings starting in 2015. Two
adjustments were needed to the output of th ese data:

1 Cumulative forecasts savings needed to start in 2019 instead of 2015
(since historical data are used for 2015-2018 as described above).

9 Savings from the 16 largest POUs needed to be extrapolated to the
remaining smaller POUSs. Thisextrapolation was done by applying a
scaling factor based on electricity sales in each POU territory, weighted
average energy efficiency savings as a percentge of sales for large and
small POUs, and an average firstyear savings for large and small POUs.
Extrapolated total small POU savings were then broken down to the utility
level by percentage electricity sales and then the sector level by the
annual projected savings percentages for the 16 large POUs.

Forecasting Scenarios: Future Savings

The POU analysis funded by the Energy Commissiordeveloped three scenarios
as defined in Table 10.

36 NCPA and SCPPA are joint power authorities for the California municipalities orin other words,
POUs

37 California Municipal Utilities Association.2017. Ener gy Effici ency in Californi a

Sector: 11th Edition.
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http://www.ncpa.com/wp-content/uploads/2015/02/2017_POU_EE_Reportv2.pdf.
http://www.ncpa.com/wp-content/uploads/2015/02/2017_POU_EE_Reportv2.pdf.

Table 10: POU Rebate Progr am Scenario Summary

Variable Low Mid High

Expand Measure List Reference Reference | Add new measures

Incentive Level Reference x 75% Reference Reference

Promotpnal Reference x 75% Reference Reference x 125%

Expenditures

Behavioral Programs Remove newy Reference Reference
planned programs

Early Retirement (ER) Reference Reference Implement ER

Programs Programs

The SB 350 reference case selected the mid scenario. For the aggressive case,
the analysis used the high scenario.
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CHAPTERG:
Codes and Standards 6 Building Standards
(Title 24)

Title 24, Part 6 (Title 24) is the California Building Energy Efficiency Standards®®
which contains the regulations that govern building construction in California.
Title 24 covers regulated energy uses in buildingsby setting energy design
standards for residential and nonresidential buildings. The Energy Commission
establishes and revises the code on a three-year cycle, the most recently
implemented version being 2016 (as applicable for the SB 350 beyond-utility
analysis, effective January 1, 2017, through December 3, 2019). The 2019 code
cycle is on the books, and future versions relevant to this analysis include 2022,
2025, and 2028. For each update of the building standards, the Energy
Commissionproposes new efficiency measures and improvements to existing
measures3°

Program Overview

Energy savings projections presented in this section include the 2016, 2019,
2022, 2025, and 2028 building standards. Older vintages of the building
standards are not included because the SB 350 analysis starts in 2015, so they
are covered in the baseline. In accordance withthe CPUC6s 2020 and 2030
net-energy goals, the 2019 and 2028 standards will consider the new zero-net-
energy requirements for residential and nonresidential buildings, respectively.
The 2022 standards will examine low-rise and high-rise multifamily buildings and
the potential to establish efficiency measures specific to multifamily buildings
distinct from other residential and nonresidential bui Idings. Local ordinances,
such as those meeting targets prescribed in CALGreen, complement the
statewide standards and ensure California consumers fully realize the benefits of
advancements in energy efficiency.*® However, voluntary beyond-code programs

38 The California Building Code (Title 24, California Code of Reqgulations) is a collection of codes
covering various elements such as electrical, mechanical, plumbing, fire, historic buildings, and so
forth. The code also includes the Energy C o mmi s sBuilding &Esergy Efficiency Standards
(California Energy Code, Title 24, Part 6) and the California Green Building Standards (Title 24,
Part 11).

39 Public Resources Code Section 25402(b)(1).

40 Local jurisdictions adopting local ordinances exceeding Title 24 must file findings of the local
condition(s) justifying the ordinance and the adopted local building standard(s) with the

California Building Standards Gommission to become effective. For local ordinances exceeding the
building energy efficiency standards set forth in Title 24, Part 6, a demonstration of energy
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are not included in this estimate; these are captured in the Local Governmental
Ordinances workbook described in Chapter 9.

Title 24 affects the following building markets:

1 Residential and nonresidential buildings, excluding certain building types
and end uses, such as industrial buildings and noncovered processes
including refrigerated warehouse loads and data center uninterruptible
power supply power.

9 Allcases in which an application for a building permit or renewal of
existing permitis required; requirements are different for new
construction than for additions or alterations to existing buildings.

Updates Relative to Previous Study

For the 2019 SB 350 update, the Navigant team used the IOU PG Study* to
forecast statewide savings from committed code cycles. Future code cycles
continue to use the beyond-utilities framework (developed for the 2017 SB 350
analysis) to forecast savings. For this update, the analysis team modified the
output savings estimates to report by code cycle and end use. Results from the
POUPotential Study*? were also added to the utility overlap calculation, though
this functionality was not used in the 2019 SB 350 analysis 43

In future SB 350 reporting cycles, the Energy Commissionwill determine the
cutoff year for committed versus future code cycles to avoid overlap between
code cycles For every SB350 analysis update, the Energy Commissionshould
also review and revise, where necessary, key inputs and assumptionsfor future
code cyclesregarding naturally occurring market uptake, compliance rates, and
end-use assumptions when disaggregating, or breaking down, energy results.

The previous study performed extensive building simulationsto produce modeled
savings estimates that can be adjusted through this postprocessing spreadsheet
analysisin future iterations of SB 350 analysis. Refer to the 2017 Senate Bill 350:

savings and cost-effectiveness must be submitted to the Energy Commissionand approved by
the Commission under Title 24, Part 1 administrative regulations found in 10 -106 before they can
be enforced.

41 Navigant Consulting, Inc. 2019. 2021 Enerqy Efficiency Potential and Goals Study California
Public Utilites Commission.

42 Sathe, Amul (Navigant), Wikler, Greg (Navigant), Cullen, Gary (Anchor Blue LLC), Penning,
Julie (Navigant) 2018. Publicly Owned Utility Electricity Savings Projections. California Energy
Commission.

43 For each code cycle, the data come from either the PG Study extrapolated statewide or the
BU workbook analysis there is no need to subtract out any POU data. The functionality is
present in case it is needed for future analysis.
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Doubling Energy Efficiency Savings by 203QAppendix A1 Title 2444 for more
detail on the analysis conducted for this program.

Method Description : Committed Code Cycles

Savings contributions to the SB 350 goals from committed code cycles of Title 24
use the work performed for the IOU PG study. > The Navigant team modified the
PG study analysis to not include 10U attribution factors. The PG study includes
codes and standards savings only for those claimable by IOU advocacy work as
documented in the EM&V studies. Therefore, the outputs used for this analysis
represent total savings, which are the PG study model outputs without

attribution factors ( that is, total savings represent all savings expected from each
| OUbs service territory, not onThgteamhat t he
extrapolated the codes and standards savings statewide based on IOU-to-POU
energy consumption ratios to include codes and standards savings in POU service
territories. Statewide savings from later codes and standards are forecasted in
beyond-utility workbooks.

Forecasting Scenarios: Committed Code Cycles
The PGstudy model generates three scenarios:

1 Reference or default compliance

1 Compliance enhancements

1 Building 20 percent compliance rate reduction
Compliance rate enhancement takes the current compliance rates in the PG
study and ramps them up to 100 percent. The number of years to ramp u p is as
follows:

1 Federal standards: 5 years after codes and standards effective date

1 Title 20: 10 years

1 Title24: 6 years

Compliance reduction is 20 percent across the board for every year.

Method Description : Future Code Cycles

Savings contributions to the SB 350 goalsfor Title 24 use an energy modeling
approach, applying the results of a large set of energy simulations for a set of

44 Jones, Melissa, Michael Jaske, MichakeKenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manjit Ahuja. 2017. Senate Bil 350: Doubling Enerqy Efficiency Savings by 203Q
California Energy Commission. Publication Number: CE€400-2017-010-CMF

45 Navigant Consulting, Inc. 2019. 2021 Enerqy Efficiency Potential and Goals Study California
Public Utilites Commission.
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building types and measures for each of the 16 California building climate zones
to project energy savings through the 2028 code cycle Energy savings per
building unit4® of each type is converted to total electricity and gas savings for
each climate zone by multiplying the building stock total units. For example, the
residential single-family statewide savings equals the savings per household by
climate zone times the number of households per the IEPR building stock data.
The team estimated savings for each year by interpolating the results between
code updates and scaling the energy savings for the given year.

The Title 24 new construction savings estimates may be reported by code cycle.
Energy savings results from other data sources (such as the Energy Commission
impact analysis) can be compared against these results, and the energy savings
can be adjusted at a high level for each code cycle.

Figure 7 and Figure 8 show the overall flow of the method of this workbook for
nonresidential and residential, respectively, highlighting the movement of data
and calculations throughout the workbook.

46 The building stock metric is square feet for commercial and dwelling for residential.
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Figure 7: Nonresidential T itle 24 Flow Diagram : Future Code Cycles
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Figure 8: Residential Title 24 F low Diagram: Future Code Cycles
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New Construction

The Title 24 workbookstrack savings for new construction by co de cycle (2019,
2022, 2025, and 2028). The method starts with a 2016 code-compliant building
and ends with an estimated 2028 code-compliant building. Working backward
from 2028, the analysis builds in assumptions that estimate savings per code
cycle as a fraction of the 2028 total estimated savings; current assumptions are
shown in Table 11.

Residential Title 24 savings for new construction are not included because the

2019 code cycle requirements are anticipated to be near net zero with renewable
energy sources. Moreover, most of the improvements beyond 2020 not provided
by renewable generation will be met by Title 20 ( that is, lighting and appliances).

Table 11: Code Cycle Savings as a Percent age of Savings Betweenthe
2016 and 2028 Code Cycles

Title 24 Code Cycle Percent age of 2028
Savings

2019 33%

2022 50%

2025 67%

2028 100% (max potential)

Source: Navigant team

While the percentage assumptions were based on engineering judgment when
they were established in 2017, they can be trued up against better estimates of
the savings as each code version becomes available. Savings data for trueup
can be extracted from any study that estimates Title 24 savings for residential
and nonresidential building sectors; such studies include the Title 24 Impact
Analysis or IOU evaluation studies The true-up requires comparing the savings
potential suggested by the Title 24 Impact Analysis of that code cycle against the
modeled 2028 savings estimate. This comparison will refine the percentage
assumptions of savings potential by code cycle and, consequently, the savings
projections associated with new construction for the Title 24 program under SB
350.

In updating SB 350 projections, the Navigant team proposes using a relative
approach based on another source (such as the Title 24 impact analysis) to true
up the incremental savings between code cycles and modify the projected
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savings for future code cycles.#” Anincrease in savingsin one code cycle would
likely have the effect of decreasing savings for subsequent code cycles The
program workbook estimates total energy savings based on efficiency measure
package assumptions in the simulation models. The workbook provides a high-
level means of adjusting the savings to match forecast expectations but does not
allow the Energy Commission b increase or decrease expected efficiency gains
at the building -type level (for example, office, retail, hospital). 48

The impact analysis estimates cannot be directly inputto the SB 350 tool
because the SB 350tool uses a different set of assumptions and a different
method from the Title 24 impact analysis approach. Truing up the two estimates
would require aligning the assumptions of the two approaches. Some of the key
differences include the following:

1 The analysis uses a maximum technical potential and associated energy-
use intensity (EUI)*° in 2030 for future energy savings predictions, while
the Title 24 impact analysis looks at one code cycle at atime.

1 This analysis gplies specific net-to-gross (NTG)? assumptions and code
compliance rates, which do not match impact analysis assumptions.

9 This analysis incorporates measures for end uses not regulated by Title 24
(commercial refrigeration, plug loads).

The team recommends using future impact analysis updates to adjust the SB 350
estimate by adjusting the estimate in proportionto increases or decreases in

total savings (GWh or therms) from the previous code cycle and adjusting future
code cycle estimates to track toward the specified 2030 target efficiency levels
from one code cycle to the next.

Existing Buildings
For existing buildings, the analysis approach used a 2028 package of discrete
measures applied to each building vintage for each building type and each of the

47 This may require reviewing the program workbook assumptions on uptake, net -to-gross
(NTG), and so forth to make sure they align with the assumptions from the other data source.
For instance, the impact analysis uses a NTG value of one and a code compliane rate of 100
percent.

48 A building type or end use adjustment would require constructing a new building model.

49 EUI refers to the energy use intensity at the building or end use level, typically expressed as
an energy unit per household for residential and per square feet for nonresidential.

50 The NTGratio is the ratio of the changes in energy use directly attributable to the program
intervention to the changes in energy consumption calculated by the program activities. The NTG
ratio is calculated as one minus the percentage of percent savings from free riders plus the
percent savings from spillover (additional energy savings due to program influences beyond the
program participants).
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16 building climate zones. The analysis estimates electricity and gas savings
between this 2028 code snhapshot and a 2016 code snapshot. It applies a set of
measure uptake assumptions to determine what percentage of buildings at each
existing building vintage are upgraded to newer codes and allocates these
savingsto each code cycle using the percentages inTable 11.

Forecasting Scenarios : Future Code Cycles

The Navigant team made the following assumptions for the reference,
conservative, and aggressive scenarios.Compliance rate is one dimension
adjusted to differentiate the scenarios; th ese rates can vary by sector and new
construction versus alterations and additions (that is, existing buildings). The
current nonresidential levels for the conservative, reference, and aggressive
scenarios are 65 percent, 82 percent for new construction and 86 percent for
existing construction, and 95 percent, respectively. The current residential levels
(alterations and additions only) for the conservative, reference, and aggressive
scenarios are 64 percent, 80 percent, and 95 percent, respectively.

Scenarios for additions and alterations savings are also adjustable through the
following measure uptake assumptions

1 Reference scenario assumes equipment turnover rates for estimating
additions and alteration savings.

1 Conservative scenario assumes a 10 percent reduction in equi pment
turnover rates compared to the reference case.

1 Aggressivescenario assumes a 30 percent increase in equipment turnover
rates and enhanced compliancecompared to the reference case.
Compliance enhancements ramp up to compliance rate of 100 percent
within six years.

Areas to Improve

The team recommends that future iterations of the SB 350 savings potential
analysisinclude further research on calibrating savings by code cycles and utility
savings overlap.®! Specific recommendations include:

1 Compliance rates: Provide data-driven inputs on compliance rates for
the three scenarios with as much granularity as available.

I Measure uptake: Review and provide updated values on measure
uptake.

51 Savings overlap may occur with other programs within utility portfoli os and not just the codes
and standards analysis.
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1 Review 2030 target efficiency levels: Review measure package
assumptions and verify that forecast nonresidential new construction
efficiency levels align with Energy Commission goals and forecasts.

i Calibrationof savings estimates: Update new construction estimates
for each code cycle as more specific impact analysis estimates become
available. Provide a reliable means for comparing energy savings
estimates from the impact analysis so program estimates can be
appropriately updated.
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CHAPTERY:
Codes and Sta ndards 6 Appliance
Regulations (Title 20)

Title 20, California Code of Regulations, sections 16011609, known as the
California Appliance Efficiency Regulations, contains the efficiency standards that
establish the minimum performance for listed appliances to be sold or offered for
sale in California. The code includes performance and design requirements for
the energy and water use of appliances. The Energy Commission, which
develops and implements these regulations, is not required to update the m on
any specific interval; the Energy Commission updatesindividual standards after
receiving sufficient data to support new or amended efficiency standards or test
procedures for individual appliances. The scope of the standards is limited by
federal appliance standards developed or implemented by the U.S. Department
of Energy (DOE) under the Energy Policy and Conservation Actof 1975(EPCA)
and related amendments. The EPCAstates that no state can adopt appliance
standards for products if there is a national standard; however, there are some
specific exceptions for individual appliances and states and for situations where a
waiver of preemption on a specific encompassing and exception orappliance to a
state is granted. Therefore, the Energy Commissioncan regulate only appliances
outside the scope of DOE appliance standards.

Program Overview

The Energy Commissionis responsiblefor establishing and enforcing Appliance
Efficiency Regulations (appliance regulations) that set minimum efficiency
standards and test procedures, marking, and disclosure requirements for
federally and nonfederally regulated appliances.52 The appliance regulations
include the requirement that a regulated appliance may not be sold or offered for
sale in California unless it is certified to comply with the standards. Well -designed
mandatory energy efficiency standards transform markets by removing inefficient
products to increase the overall economic welfare of most consumers without
seriously limiting their choice of products.

Updates Relative to Previous Study

The 2019 SB 350 update uses the IOU PG Study to forecast statewide savings
from committed standards. The analysis team did not make significant changes
to the method from the previous study to capture savings from future standards.

52 Title 20, Sections 1601-1609, California Code of Regulations.
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The current spreadsheet includes capabilities to increase analysis sophistication
as described in the Method Description: Committed Standards and Method
Description: Future Standards sections. The Energy Commissioncan use the
updated program workbook to incorporate any new program data that may be
used to update the savings estimates for this program. The previous study
performed a measure-level analysis. This team did not update this analysis, but it
can be adjusted in future iterations of the SB 350 analysis To finalize the 2019
SB 350 reporting, the Energy Commissionupdated normally occurring market
adoption (NOMAD assumptions and determined which standards fall into the
committed versus future categories to ensure there is no overlap. For future
standards, the Energy Commissionshould also review and revise, where
necessary, key inputs and assumptions regarding scenarios and compliance
rates. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings by
2030, Appendix A2 Title 203 for more detail on the analysis conducted for this
program.

Method Description : Committed Standards

Savings contributions to the SB 350 goals from committed standards use the
work performed for the IOU PG study. The model for this effort is run without
attribution factors, so savings represent the full savings of the IOU service
territories, not only those the IOUs can claim. Th e full savings are then
extrapolated to include the POUterritories, so they represent statewide savings.

Forecasting Scenarios: Committed Standards
The PGstudy model generates three scenarios:

1 Reference or default compliance

1 Compliance enhancements

1 Building 20 percent compliance rate reduction
Compliance rate enhancement takes the current compliance rates in the PG
study and ramps them up to 100 percent. The number of years to ramp u p is as
follows:

1 Federal standards: 5 years after codes and standards effective date

1 Title 20: 10 years

1 Title24: 6 years

Compliance reduction is 20 percent across the board for every year.

53 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Pilication Number: CEG400-2017-010-CMF.
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Method Description : Future Standards

The analysis team derived Title 20 appliance efficiency standards program
savings for SB 350using a bottom-up extrapolation approach to determine the
savings potential for viable Title 20 standards. The savings potential is based on
available studies and discussion with members from the Appliance Standard
Awareness Program (ASAP#and California IOU statewide codes and standards
team, both of which are looking into future appliance standards at the federal
and state levels.

The team developed a list of potential Title 20 appliance efficiency standards
measures that are viable to develop and include in the Title 20 standards
through 2029. This list included any known measures that are identified but not
included in the 2018 10U PGstudy,>* any known or expected long-term future
measures that are in guiding documents from the Energy Commission or other
sources, and additional measure opportunities identified from data collection and
discussed with IOU codes and standards staff. The team relied on current
analyses and studies as well as information the Energy Commission provided
regarding expected rulemakings.

The current program workbook includes some capability enhancements. While
capabilities have been added to increase the sophistication of the analysis, the
core method approach remains largely the same as the SB 350 analysis
conducted in 2017. The capability enhancements include:

1 Measure EUL : This capability enhancement permits the measure to
persist for a defined period and then expire. It is applied at the end-use
level. In the previous spreadsheet, the analysis team assumed the
measure EUL to bepermanent (that is, the measure never ends).

1 Individual measure sunset date : Thisenhancement, along with the
implementation date, defines the total number of years that the measure
will be active. It will permit the sequencing of measure efficiency tiers in
the list, presuming there is an expectation for when the first, second, and
any additional tiers are going to be implemented. Most of the measures
do not have a specifically designed next tier planned; however, if there
are more in the future, the analysis structure can accommodate. If th ere
is no definition for the sunset date, it implies there is not a future tier. In
these cases, the measure EUL isused to define total number of years the
measure will be active.

1 NOMAD curve capability: ~ This enhancement permits an actual NOMAD
curve, as defined by annual NOMAD through the life of the measure.
Previously, this was fixed as a constant, now, it is possible for it to be a

54 Navigant Consulting, Inc. 2017. 2018 Enerqy Efficiency Potential and Goals Study California
Public Utilities Commission.
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more common S-curve for NOMAD. Thiscapability is set to the previous
fixed values.

1 Trackingof measuresby  sector, end use, and start date: This
enhancement permits more detailed tracking of the measures than
previously possible and enables the Flat Resultstab to reflect higher
resolution in the measures.

Forecasting Scenarios : Future Standards

Based on this information, the Navigant team made the following assumptions
for reference, conservative, and aggressive savings scenarics.

1 Reference case: Thereference case assumes that the Energy
Commission will adopt updates to the Title 20 appliance efficiency
standards, where feasible, and adopt new standards for currently
unregulated appliances and products, with consideration of federal
preemption. The compliance factor, which represents the proportion of
the market that will com ply with the standard at the time it goes into
effect, is set at 85 percent, aligning with the PG study assumption. This
equates to an average of roughly one new standard adopted every two
years.

1 Conservative case: Inthe conservative case, the team assumes that the
Energy Commissionwill adopt updates to the Title 20 appliance efficiency
standards, where feasible, and new standards for currently unregulated
appliances and productsthey have interest in, as shown on the Energy
Commission PreRulemaking Title 20 docket. The Commission set the
compliance factor at 65 percent, aligning with the PGstudy assumptions.
This compliance factor equates to an average of about one new standard
adopted every four years, resulting in a smaller number of possible
measures included in this scenario.

1 Aggressive case: The aggressive case assumes that the Energy
Commissionwill adopt updates to the Title 20 appliance efficiency
standards, where feasible, as well as new standards for currently
unregulated appliances and products, with consideration to federal
preemption. The compliance factor is set at 100 percent, as requested by
the Energy Commission.

Areas to Improve

The team recommends that future iterations of the SB 350 savings pot ential
analysis include further research on calibrating savings and utility savings
overlap.
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Specific recommendations include:

i Utility savings overlap: Confirm that the subtractions made to account
for overl ap wi tPGardgsisiargaprapdase>°2 0 1 8

1 Code updates: Appropriatelytrack data availability for new standards,
including potential energy savings, timeline of standard adoption and
effective dates, compliance rates, and NOMA Dassumptions.

55 Savings overlap may occu with other programs within utility portfolios and not justthe codes
and standards analysis.

57



CHAPTER8:
Codes and Standar dso Federal Appliance
and Equipment Standards

Starting with the Energy Policy and Conservation Actof 1975, the DOE is
directed to develop and update energy efficiency standards and test procedures
for certain appliances, equipment, lighting, and consumer products. The federal
standards set the minimum energy efficiency requirement for products. DOE is
required by congressional legislation to review each standard at least once every
six years for potential revisions and to set appliance efficiency standards at levels
that achieve the maximum improvementin energy efficiency that is
technologically feasible and economically justified.>¢ DOE establishes and
updates the standards according to the deadlines established in the federal
appliance statute on a rolling basis. The national standards program covers the
energy requirements of 60 categories of products.

Program Overview

The Federal Applianceand Equipment Standards program requires
manufacturers to comply, affecting any market sector where the products are
installed or used. Federal appliance standards, basedon mandatory deadlines in
the federal appliance law, have a preemptive effect on state standards, with
some exceptions.>’

As a result, with the exception of certain exemptions, California cannot set
standards for products already covered under the federal appliance standards.58
California typically participates in federal rulemakings to ensure that stringent
standards that save Californians money on their utility bill s are adopted. The SB
350 savings estimates include measures from the 2015 beyond-utility energy
efficiency savings potential, new measures from 2017 through 2029, and any
measures that can be updated to provide additional savings.

56 U.S. Department of Energy. May 2017. Federal Appliance Standards.

57 The federal Energy Policy and Conservation Act of 1975 as amended by the Energy Policy Act
of 2005 and the Energy Independence and Security Act of 2007.

58 Under the general rules of federal preemption, states that set standards prior to feder al
enactment may enforce their state standards until the federal standards become effective. States
that have not set standards for a product category enforced by the federal government are
subject to the federal standard immediately.
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Future savings from new federal standards are focused on high-energy-
consumption appliances, including heating and cooling equipment, domestic hot
water systems, battery chargers, commercial clothes washers, and lighting.>°
Federal appliance standards are not specific to any building type.

Updates Relative to Previou s Study

The 2019 SB 350 update uses the IOU PG Study to forecast statewide savings
from committed standards. The analysis team did not make significant changes
to the method from the previous study to capture savings from future standards,
except some capability enhancements in the spreadsheet tool. The Energy
Commission can use the updated beyond-utility program workbook to
incorporate any new program data that may be used to update the savings
estimates for this program. The previous study performed a measure-level
analysis. Thisteam did not update this analysis, but it can be adjusted in future
iterations of the SB 350 analysis. To finalize the 2019 SB 350 reporting, the
Energy Commissionupdated NOMAD assumptions and etermined which
standards fall into the committed versus future categories to ensure there is no
overlap. For future standards, the Energy Commissionshould also review and
revise, where necessary, key inputs and assumptions regarding scenarios and
compliance rates. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency
Savings by 2030 Appendix A3 Federal Appliance Standard€® for more detail on
the analysis conducted for this program.

Method Description : Committed Standards

Savings contributions to the SB 350 goals from committed standards use the
work performed for the IOU PG study. The model for this effort is run without
attribution factors, so savings represent the full savings of the IOU service
territories, not only those the IOUs can claim. Th e full savings are then
extrapolated to include the POU territories, so they represent statewide savings.

Forecasting Scenarios: Committed Standards
The PGstudy model generates three scenarios:

1 Reference or default compliance
1 Compliance enhancements

59 The analysis of Calfornia and federal appliance standards was coordinated to eliminate
potential overlap, especially for emerging technologies and appliancesthat are not federally
regulated.

60 Jones, Melissa, Michael Jaske Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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1 Building 20 percent compliance rate reduction

Compliance rate enhancement takes the current compliance rates in the PG
study and ramps them up to 100 percent. The number of years to ramp u p is
five years after the standard effective date.

Compliance reduction is 20 percent across the board for every year.

Method Description : Future Standards

The analysis team derived Federal Appliance and Equipment Standards program
savings for SB 350using a bottom-up, measure-level approach to determine the
savings potential for viable federal appliance standards. The federal appliance
standards are based on goals set by the DOES Building Technologies Office
(BTO) to reduce building energy consumption by 30 percent compared to 2010
energy consumption through 2029 .61

To estimate energy savings potential for future federal appliance standardsd

both new standards and updates to current standards d the team made high-level
estimates based on DOE BTO goals and then refined savings estimatesby
measure based on measure data or available sourcesindicated in the program
workbook. The analysis used:

1 DOE energy reduction goals
List of measures or groups of measures expected to be adopted.

Building sector, as applicable, for each expected measure.

Timeline of expected measure adoption/effective date and updates (six-
year cycle per standard).

Unit energy savings estimates.

California sales estimates (or scaled by population).
Compliance rate for each standard.

1 NOMAD atthe time the standard goes into effect.

= 4 -

= —a A

To support this, the BTO set a goal to reduce energy use per square footin
buildings by 20 percent by 2025 through appliance and equipment standards.
The team estimated California-specific savings by establishing 2010 buildingEUIs
and reducing energy consumption per building by 20 percent by 2025. The
analysis applied the savings to new construction and expected alteration and
retrofit square footage in California through 2029. The resulting savings affect

61 U.S. Department of Energy. 2018. Multi-Year Program Plan
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electricity and natural gas usage. The following approach established the high-
level estimates:

1 Estimated Californiabuilding EUI for nonresidential and residential
buildings in California using Commercial Buildings Energy Consumption
Survey (CBECS}? Commercial EndUse Survey (CEUSY? and Residential
Appliance Saturation Study (RASSY data. The team found these datasets
to be the most recent at the time of this report. As newer data become
published, the team recommends the method and program workbook be
updated accordingly.

0 Aligned 2010 EUIs with the BTO reduction goals.

0 Identified trends in nonresidential building consumption using the
2003 and 2012 national CBECS

0 Used the CBECSrends to adjust 2006 California CEUS data to
estimate nonresidential building kWh and therms consumption per
square foot (EUI) in 2010. The CBECS and CEUS data do not
include identical building types; therefore, the most relevant CBECS
building type was applied to the CEUS data. For example, CBECS
does not differentiate between small and large off ice buildingsas
CEUS does, so the office building trend data were used for both.

0 Colleced 2009 RASS datato use for residential kwh and therms
use per square foot.%°

1 Estimated energy reduction from 2010 to 2025 based on the BTO goal of
20 percent reduction by 2025. To achieve 20 percent, the team estimates
that appliance standards will reduce energy consumption by 2 percent to
4 percent every two years until 2024 .56

1 Identified affected square footage using the Energy Commissiord energy
demand forecast new construction and building stock estimates. Appliance
standards affect all new construction and equipment replacement or
retrofit in e xisting buildings. The team assumed an EUL of 15 years to
estimate the affected existing building square footage, meaning a
replacement or retrofit will occur every 15 years. The analysis team
divided existing building square footage for each year by 15 to estimate
affected square footage.

62U. S. Energy I nfor mati 02003 SBE®S BurveytDatad i o n . 2003.
63 ltron. May 2017. California Commercial EndUse Survey

64 DNV-GL. 2010. California Statewide Residential Appliance Saturation Stuady

65 The Energy Commission funded the study and began administering the survey in 2009;
therefore, it is called the 2009 RASS study.

66 Reductions only occur through 2024 because the BTO goal is to achieve 20 percent reduction
by 2025.
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1 Estimated energy savings by applying the reduced EUI per year to the
affected new construction and existing building square footage per year.
The analysis reduced the 2010 EUIs by 2 percent to 4 percent every two
years and applied the savings to the applicable square footage from 2015
through 2029.

1 Assumed that savings will be realized beginning in 2011 and must end by
2024 to achieve 20 percent by 2025; however, the team include d only
savings starting in 2015 under the assumption that prior savings are
captured in previous PGand beyond-utility savings potential studies. The
team considered the following limitations for the estimates:

0 Estimated savings based on BTO goals without identifying
appliances and equipment standards that will contribute to the
savings.

0 Used the 2010 EUIs as the best-available estimates based on
survey data.

Similar to the Title 20 appliance efficiency standards program workbook, the
current federal appliance standards program workbook includes some capability
enhancements, but the core method approach remains largely the same as the
SB 350 analysisconducted in 2017. The capability enhancements include:

1 Measure EUL: Thisenhancement permits the measure to persist for a
defined period and then expire. It is applied at the end-use level.

1 Individual measure  sunset date: Thisenhancement, along with the
implementation date, defines the total number of years that the measure
will be active. This enhancement permits the sequencing of measure tiers
in the list, presuming there is an expectation for when the first, second,
and so on tiers are going to be impl emented. Most of the measures do not
have a specifically designed nexttier planned. If there are more in the
future, the tool will accommodate. If there is no definition for the sunset
date, itimpliesthere is not a future tier. In these cases, the measu re EUL
is used to define the total number of years the measure will be active.

1 NOMAD curve capability: ~ This enhancement permits an actual NOMAD
curve, as defined by annual NOMAD through the life of the measure.
Previously, this enhancement was fixed as a constant. Now it is possible
for this to be a more common S-curve for NOMAD. Thiscurve capability is
set to the previous fixed values.

1 Trackingof measuresby  sector, end use, and start date: This
enhancement permits more detailed tracking of the measures than
previously possible and enables the Flat Resultstab to reflect higher
resolution in the measures.

62



Forecasting Scenarios : Future Standards

Based on this information, the team made the following assumpti ons for the
reference, conservative, and aggressive scenarios.

1 The reference scenario assumes that DOE will adopt updates to the
federal appliance standards, where feasible, and will adopt standards for
appliances and products that were out for public rev iew but not fully
completed under the Obamaadministration.®” As of January 2017, the
DOE published afive-year draft plan®® for federal appliance standards,
with expected legislative due dates through 2024. There has not been an
update on rulemaking for standards since the 2017 publications.®® The
compliance factor, which represents the proportion of the market that will
comply with the standard at the time it goes into effect, is set at 92
percent in alignment with the PGassumption, as requested by the Energy
Commission

1 Inthe conservative scenario, the team assumes that DOE will not adopt
updates to the federal appliance standards or adopt new standards, but it
will adopt standards for appliances and products that were out for public
review but not full y completed priorto 2017 . The Energy Commission set
the compliance factor at 73 percent in alignment with the PG
assumptions.

1 The aggressive scenario assumes that DOE will adopt updates to the
federal appliance standards, where feasible, and will adopt new standards
for currently unregulated appliances and products. The compliance factor
is set at 100 percent.

Areas to Improve

The team recommends that future iterations of the SB 350 savings potential
analysis include research oncalibrating savings and utility savings overlap.
Specific recommendations include:

i Utility savings overlap: Confirm the subtractions made to account for
overl ap with RG@stdynralysis@e approptice.

1 Code updates: Appropriatelytrack data availability for new standards,
including potential energy savings, timeline of standard adoption and
effective dates, compliance rates, and NOMA Dassumptions.

67 At the end of 2016, rulemakings for some standards were out for review; they are still in the
final rulemaking process. These arlkS. DOEe\pptiande Standlards n ASAPOG s
Rulemakings Schedule- 2017. 0

68DOE. Januar yDraft B-YearApPpliance Sténdards Rulemaking Schedule 0
69 DO E Plangé and Schedules 0
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CHAPTERO9:
Codes and Standards o Local Government

Ordinances

Jurisdictions within California develop and adopt local ordinances requiring that
select or all new construction or additions, alterations, and repairs projects
improve energy efficiency beyond Title 24, Part 6. Jurisdictions often adopt these
ordinances when a new version of Title 24, Building Energy Efficiency Standards
goes into effect. The main drivers for these ordinances are for cities or counties
to achieve goals set in their climate action plans, such as GHGemissions
reductions targets, net-zero footprint, and reduced energy consumption.

Program Overview

Each jurisdiction can determine which building types, construction, and market
sectors are appropriate and feasible to include for their goals. Local ordinances
may include:

1 Residential and nonresidential, excluding certain building types if exempt
in the ordinance (for example, hospitals, industrial).

1 New construction and additions, alterations, and repairs. Requirements for
new construction may differ from those for additions, alterations, or
repairs to existing buildings.

1 Private and public buildings.

Updates Relative to Previous Study

The analysis team did not make any changes to the method from the previous
study. The Energy Commission can use the updated program workbookto
incorporate any new program data that may be used to update the savings
estimates for this program. Refer to the 2017 Senate Bill 350 Doubling Energy
Efficiency Savings by 203Q Appendix A4 Local Government Ordinanceg? for
more detail on the analysis conducted for this program.

Method Description

The analysis team derived local government ordinance program savings for SB
350 using a top-down extrapolation approach. The team assumed that
jurisdictions that adopted a local government ordinance above 2016 Title 24 will

70 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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continue to adopt local government ordinances for future versions of Title 24.
The method took the approach of estimating the square footage that will likely
be affected by future local government ordinances in each of these jurisdictions
and applied the estimated energy savings for future Title 24 code update s.

To estimate potential electricity and natural gas savings for local government
ordinances, the analysis team estimated the percentage of new construction
affected by a local government ordinance and the estimated energy savings for a
local government ordinance in each jurisdiction. The savings from the local
government ordinance are achieved until the next version of Title 24 goes into
effect. Atthat point, the team assumed that each jurisdiction would adopt a new
reach code in line with the next version of Title 24, therefore, no overlap occurs
between local government ordinances and Title 24.

The team used the same projected Title 24 efficiency improvements as those
used for the 2016 residential and nonresidential Title 24 program analysis and
will continue to use them for each future cycle of nonresidential Title 24 analysis
from 2019 through 2028. The team gathered data on the jurisdictions that will
likely adopt a local government ordinance requiring energy efficiency
improvement over Title 24 baselines based on historical data from the Energy
Commission’! These data help determine savings per square foot. The team
calculated the affected square footage based on publicly available permit data
from jurisdictions that have adopted, intend to adopt, or are expected to adopt a
local ordinance.

The team used the following steps to estimate potenti al energy savings:

1 Established baseline: Theteam used expected energy efficiency
improvements for 2016, 2019, 2022, 2025, and 2028 Title 24 as the
baseline for future local government ordinances.

1 Determinedthe portion of affected California construction . Based
on Energy Commission data of previously adopted local ordinances, the
analysis team assumel the same jurisdictions will continue to implement
local government ordinances. Theteam calculated the estimated square
footage based on available issued permit data in these jurisdictionsand
Energy Commission forecast construction data. The team reduced the
eligible square footage in each jurisdiction based on historical participation
rates for IOU/POU above-code incentive programs, such as Savings by
Design (the utility new construction program that requires buildingsto be
above code), to account for utility overlap .

71Cal i fornia Ener gy CdoahiOslisancesnExceediagythe 2016 Building

Energy Efficiency Standards 6 The Ener gy Commi ssion provides

efficiency above 2016 Title 24.
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1 Estimated energy savings: The analysis team assumed that
jurisdictions will adopt local ordinances that require whole-building
performance in line with the expected efficiency improvement for the next
version of Title 24. For example, local ordinances adopted for 2016 Title
24 will require performance equivalent to the expected efficiency
improvements for 2019 Title 24. Although local government ordinances
are localized requirements, the team applied the statewide energy savings
estimates from the Title 24 program analysis.

1 Determinedtotal potential energy savings: Using the affected
square footage and the expected future Title 24 energy efficiency levels,
the analysis team estimated the total potential energy savings for local
government ordinances.

Forecasting Scenarios

The team made the following assumptions for the reference, conservativ e, and
aggressive scenarios.

1 Reference case: Thereference case assumes that jurisdictionsthat have
historically adopted or most recently adopted local government ordinances
for 2016 Title 24 will continue to propose and adopt ordinances for future
cycles of Title 24. Accordingto floor area weighting, this is expected to
generate savings equivalent to 0.7 percent of what is expected for the
next iteration of Title 24 (updating according to typical code cycles).

1 Conservative case: The conservative case assumes that some
jurisdictions that have previously adopted local government ordinances
will not continue to pursue ordinances for future Title 24 , assuming that it
will no longer be cost-effective in their climate zone(s) at that t ime.
Accordingto floor area weighting, this is expected to generate savings
equivalent to 0.3 percent of what is expected for the next iteration of Title
24 (updating according to typical code cycles).

1 Aggressive case: The aggressive case assumes that moe jurisdictions
than those that have historically adopted local government ordinances will
pursue adoption of ordinances. This assumption may be supported by
ongoing Energy Commission and California Statewide 10Ucodes and
standards program work to develop tools for local governments to
streamline ordinance adoption. Accordingto floor area weighting, this
program work is expected to generate savings equivalent to 2.0 percent of
what is expected for the next iteration of Title 24 (updating according to
typical code cycles).
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Areas to Improve

The team recommends that future iterations of the SB 350 savings potential
analysis include further research on calibrating savings by code cycles and utility
savings overlap. Specific recommendations includethe following:

1 Develop a network of local governments, implementers, and stakeholders
willing to contribute to the efforts of this program analysis through
different methods, such as data sharing, review and verification, focus
groups, and surveys.

1 Track future adoption (or termination) of local government ordinances
across the state and update market penetration assumptions as
appropriate.

1 Analyze actual percent savings oflocal government ordinances compared
to the code cycle.
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CHAPTER 10:
Financing o Air Quality Management
Districts

Californiaair quality management districts (AQMDS9 may require or encourage
lead agencies under the California Environmental Quality Act (CEQA)to address
environmental impacts of air pollution from building s. AQMDs and air pollution
control districts (APCDs) consider energy efficiency measures at the building level
that exceed the building standards to qualify. These measures may include
installing programmable thermostat timers, upgrading lighting, and installing
energy-efficient appliances.”? Other mitigation efforts could include using energy
efficiency measures, such asheating, ventilation, and air -conditioning (HVAQ
retrofits, retrocommissioning, envelope upgrades, and other whole -building
measures on existing buildings. These types of requirements or encouragement
have the potential to capture energy savings and GHG emissionsreductions by
2030.

Program Overview

CEQA requires state and local agencies within California toanalyze and publicly
disclose environmental impacts of proposed projects and adopt all feasible
measures to addressthose impacts. In California, there are 35 air districts: 23
APCDsand 12 AQMDs.

Where any project under CEQA jurisdictionis identified as having potentially
significant environmental impacts, the relevant APCD or AQMD is tasked with
identifying mitigation measures and alternatives by preparing an environmental
impact report. Environmental impact is assessed according to a variety of
different environmental resource factors:

1 Agricultural resources {1 Public services

1 Land use and planning T GHGs

1 Airquality ! Recreation

1 Mineral resources 1 Hazards and hazardous

1 Biological resources materials

1 Noise {1 Transportation and traffic

1 Cultural resources 1 Hydrology and water quality
1 Population and housing {1 Utilities and service systems
1 Geology and soils

72 California Air Pollution Control Officers Association. 2010. Quantifving Greenhouse Gas
Mitigation Measures. California Air Resources Board.
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Guidelines published by air quality districts identify energy efficiency measures
that can be applied to reduce GHGs and other criteria air pollutants to below a
level of significance. CEQA applies to nearly all projects in California. All public
agencies are required to reduce or avoid significant effects on the environment
of projects they carry out or approve whenever it is feasible to do so. Moreover,
CEQA applies to all private projectsthat require a government permit or other
entittement for use. While specific guidance about ensuring CEQA compliance
varies from district to district, all districts must implement and comply with
CEQA

Updates Relative to Previous Study

The analysis team did not make any changes to the method from the previous
study. The Energy Commission can use the updated program workbookto
incorporate any new program data that may be used to update the savings
estimates for this program . Refer to the previous Senate Bill 350: Doubling
Energy Efficiency Savings by 203Q Appendix A5 Air Quality Management
Districts’3 for more detail on the analysis conducted for this program.

Method Description

The analysis team derived AQMDprogram savings for SB 350 using a top-down
extrapolation approach to determine the savings potential. The analysis team
assumed that AQMD requirements could result in an additional 5 percent of
electricity and gas savings beyond the savings projected for Title 24 , starting
with the 2016 code cycle and continuing through 2030 for SB 350.

AQMDcriteria pollutant mitigation aligns more closely with codes and standards
than with financing or rebate programs . CEQArequires mitigation for significant
impacts, and the air quality districts are tasked with identifying and implementi ng
this mitigation . Accordingly, the savings estimation approach for AQMDuses
savings developed for relevant codes and standards (that is, Title 24). While the
PG study provides much of the data for codes and standards analysis, the study
Is not expected to include the savings potential associated with regional air
quality districts.

Compliance with applicable buildingand appliance standards will contribute

significantly to meeting mitigation requirements. Thete ambés | i terature rev
indicated that meeting code-minimum requirements for a new construction or

alteration project is not expected to fully satisfy mitigation requirements. A

73 Jones, Melissa, Michael Jaske Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manjit Ahuja. 2017. Senate Bill 350: Doubling Energy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€100-2017-010-CMF.
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memo published by the Shute, Mihaly & Weinberger, LLP4 law firm indicates

that Title 24 fAdoéesvendbui¢xdti emmgd ,thérgfomes d| veso

Afdoes not address many of the considerat.i
CEQA Guideline. o0 I ndeed, saudialpatenfafyp endi x

significant energy implications that extend beyond the scope of Title 24:

1 Energy-consuming equipment and processesthat will be used during
construction, operation, or removal of the project

1 Total estimated daily vehicle trips to be generated by the project and the
additional energy consumed per trip by mode

1 The effects of the project on peak and base demand periods for electricity
and other forms of energy

Where a project is anticipated to result in a significant, adverse impact to the
environment, mitigation is required. While a wide range of action can contribute
to mitigation, energy efficiency interventions factor prominently into
recommended strategies. The Bay Area Air Quality Management Districtd Air
Quality Guidelines specifically identify exceeding the energy efficiency
requirements of Title 24 as a potential approach to mitigation.

AQMD requirements are assumed to result in an additional 5 percent of
electricity and gas savings projected for iterations of Title 24 starting in 2016 and
continuing through 2028. The Energy Commission suggested that the proposed
program would require projects to pay a fee to address mitigation requirements .
This approach would have multiple benefits, including reducing the schedule and
resource burden imposed on individual projects by pollution mitigation
requirements and enabling money to be pooled into a larger fund that could be
used to address large-scale pollution concerns across a district.

Forecasting Scenarios

The team made the following assumptions for the reference, conservative, and
aggressive scenarios.

1 Referen ce case: Thereference case assumes that mitigation
requirements will result in annual energy savings equivalent to 5 percent
of what is projected to be achieved by Title 24.

1 Conservative case: The conservative case assumes that mitigation
requirements will result in annual energy savings equivalent to 1 percent
of what is projected to be achieved by Title 24 in the reference case.

74Shut e, Mi haly & Mer dntb ethenfeargy implitafons ofiNew Projects i
CEQA Guidelines Appendix F 0
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1 Aggressive case: The aggressive case assumes that mitigation
requirements will result in annual energy savings equivalent to 10 percent
of what is projected to be achieved by Title 24 in the reference case.

Areas to Improve

For financing programs in general, the analysisteam recommends further
research on funding projections, utility savings overlap, and market saturation.
For the AQMDprogram, specific recommendations include the following:

1 Develop a network of AQMD agencies, local jurisdictions and stakeholders
willing to contribute to the efforts of this program analysis through
different methods, such as data sharing, review and verification, focus
groups, and surveys.

1 Conduct targeted outreach to AQMD agencies and stakeholdersthat are
most prominent and active in implementing and regulating local AQMD
requirements.

1 Obtain district-specific funding and project data to evaluate the effect that
AQMD requirements and related funding have on energy savings.

1 Project energy savings potential using program data provided by AQMD
agencies and expected funding data.
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CHAPTER 11.:
Financing d Local Government Challenge

The Local Government Challenge (LGC])s a grant program designed to help the
state meet the targets set by SB 350 and AB802 (Williams, Chapter, 590,
Statutes of 2015).”> The LGC usesremaining funds from the American Recovery
and Reinvestment Act (ARRAY®to encourage local jurisdictions to implement
new energy efficiency projects, update climate action plans, and address other
energy/climate issues. The projects funded by LGC are proposed to reduce
statewide electricity consumption, increase selfgeneration capacity, and improve
the conditions of facilities and equipment. The program is divided into two parts:
the Small Government Leadership Challenge and the Energy Innovation
Challenge. Depending on the awardee of the grant, various building sectors will
be affected.

Program Overview

This program consists of four awarded energy innovation grants to local
governments and several small government grants, directed primarily toward
climate action plans, in response to Energy Commission solicitation GFQG16-404.
The program awarded Energy Innovation Challenge grants to the following
projects:

1 Marin Clean Energyd Building Efficiency Optimization Project

1 City of San Diegod Smart City Open Urban Platform (SCOUP)

1 City of San Leandrod Innovative Energy Efficiency and Renewable Energy
Deployment Project

1 Stop Waste Energy Counci®é Accelerating Multifamily Building Upgrades

The program awarded the Small Government Leadership Challengeawards to:

1 City of Del Mard Civic Center Energy Efficiency Enhancements

1 Gateway CitiesCouncil of Governmentsd Climate Action Planning
Framework.

1 San Bernardino Council of Government® Sub-Regional Greenhouse Gas
Reduction Plan Update

75 Williams, Chapter 590, Statutes of 2015.

76 ARRA was a 2009 economic stimulus package including fundingfor the energy sector.

72



1 County of San Luis Obispa@ EnergyWise Plan Energy Section Update
including Zero Net Energy Neighborhood Feasillity, Design, and
Implementation Study .

1 City of Santa Cruzd Deep Energy Efficiency at Municipal Facilities through

Advanced Building Controls

Ventura County Regional Alliancé Central Coast Energy Plan

Marin General Services Authorityd Marin Climate and Erergy

Partnership/Resilient Neighborhoods Grassroots Climate Action

1 City of Galtd City of Galt Climate Action Plan, Corridor Plan, and Master
Plan.

1 City of Santa Barbarad City of Santa Barbara, ZNE Roadmap and
Implementation Plan.

= =

The energy savings estimate will be limited to the projects listed above.

Updates Relative to  Previous Study

The analysis team did not make any changes to the metho d from the previous
study. The Energy Commission can use the updated program workbookto
incorporate any new program data that may be used to update the savings
estimates for this program . Refer to the previous Senate Bill 350: Doubling
Energy Efficiency Savings by 203Q Appendix A6 Local Government Challengée’
for more detail on the analysis conducted for this program.

Method Description

The analysisteam performed the following calculations and assumptions to
project the energy savings potential from 2015 through 2029 using a top-down
extrapolation approach. New data are expected to become available as projects
are installed and verified. The team recommends that the Energy Commission
check with the LGCprogram administrators to obtain new data for future SB 350
updates.

The team categorized the Energy Innovation Challenge grant projects into two
categories: (1) projects with specific energy efficiency measures or targets, and
(2) projects with general GHG reduction goals. For programs with specific
performance targets, the team extracted electricity and gas savings from
relevant project narratives or converted GHG reduction goals To convert GHG
reductions to energy savings, the team assumed an 80 percent electricity and 20
percent gas split for small municipalities. Althoughth e fuel split was an

77 Jones, Melissa, Michael Jaske, Michael Kenney, Brian &nmuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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assumption, data on nonresidential buildings show a similar split for
nonresidential and residential buildings.

The SB 350 savings estimates do not include PV systems or other renewable or
storage technologies. The team did not deem projects for Del Mar and Marin
Clean Energy as relevant to this savings estimate because they deal with PV
generation and supply-side distributed energy resources (DER)’® management.

For climate action plans available at the city or county level, the analysis team
used the following approach:

1 Developed estimates of GHG reduction per capita, either from program
data or from a representative city . The team selected the City of
Pleasanton climate action plan® as the representative model.8° This plan
includes detailed projections of energy savings and GHGreductions by
sector. Estimates of existing energy consumption or GHG production for
the awarded cities were not available during this analysis.

1 Converted GHG reduction targets to energy savings targets and broke
down the energy consumption among the buildings, transportation, waste
treatment, and industrial sectors from the City of Pleasanton Plan. While
the GHG reduction will vary among local jurisdictions, the team considers
this a fair starting point for an estimate. The fraction of planned GHG
savings that are due to building energy efficiency is nearly 50 percent of
the total GHG planned reductions.

1 Applied conversions between electricity and gas use and avoided CQ
emissionsbased on the method used in the Pleasanton climate action
plan, as that was deemed reasonable by the analysis team

1 Applied an estimate of the fraction of the energy savings target that can
be attributed to the climate action plan itself.

As part of the savings estimate calculation for other projects, the team
determined project baselines. The analysis team collected the proposals and
project narrative information from local government officials and used city
census estimates and energy usecomparisonswith similar local governments
where information was not available. For San Luis Obispo County,because
neither baseline energy usage nor energy savings targets were available, the
analysisfirst estimated the residential population that live in low-incomeareas as
20 percent of the county . The team then approximated an EU and home size
based on the reasonable assumption that most of the local jurisdiction would

78 DER refers to any demand-side supply of energy including energy efficiency, demand
response, solar PV, and energy storage.

79 City of Pleasanton 2011. City of Pleasanton Climate Action Plan

80 The City of Pleasanton was not awarded LGC funding.
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allocate the grants from this program to assist low-incomefamily energy
updates. The team also assumed that 25 percent of single -family homes in this
category could receive efficiency upgrades through 2029.

The team evaluated each of the projects through an attribution matrix that
considered the following mitigating factors:

1 Solar PV:
0 PBroad PV goalsset PV savings to 25 percent
0 PV was the only identified measure, set to 100 percent.
0 Where targeted measures identified with specific savings targets
without any use of PV, PV contribution set to 0 percent.

1 I0U/POU overlap: To align with other program method s, the overlap
from any IOU and POU programs was fixed at 10 percent. For these
programs, aggressive goals with building-level energy target reductions
exceed many focused IOU and POU programs, so the anticipated overlap
is limited.

1 Non-building fraction: Many CAPsaddressing GHG reduction identify
measures well outside building energy efficiency programs (street lights,
transportation, city planning, and so forth). The analysis team estimated
the fraction of planned savings attributed to measures other than
buildings based on the project narratives and a review of program data.

1 Attribution factor: The percentage of the potential targeted building
stock that would likely be directly affected by the program. For programs
that are targeting specific buildings, the attribution factor is 100 percent.
For others, it is assumed to be 25 percent.

A combination of each of these factors yields a potential rate, which is the
fraction of potential target savings that can be directly attributed to the program.
For more detail on the method of the adjustment factors, refer to the L GC
program workbook.

The team used two approaches to set program savings targets: using the specific
building targets with specific savings targets as the savings estimate when
available and applying a savings multiplier of 33 percent across all programs
without a specific target.

Finally, the team calculated the annual incremental savings. For projects with
many buildings, the projects savingsramp up in scope steadily from 10 percent
of targeted savings in 2021 to 100 percent through 2029.

The team did not adjust for market saturation, as the savings potential of the
building sectors relevant to this program likely will not saturate through 2029.
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Forecasting Scenarios

The team made the following assumptions for the reference, conservative, and
aggressive savings scenarics.

T

Reference case: Savings level for projects remains steady at 10 percent
of targeted savings per year according to the baseline savings embedded
in the workbook analysis.

Conservative case: For the conservative case, the team retained the
project savings level at 10 percent with different baseline savings
embedded in the workbook analysis.

Aggressive case: For the aggressive case, the team assumed that two
additional rounds of funding would take place every three to four years,
resulting in an aggregate program iteration savings level similar to the
current round of awarded projects. Essentially, the savings-level estimates
a doubling of the reference case savings beginningin 2025 and then a
tripling of the reference case savings beginning in 2028.

Areas to Improve

For financing programs in general, the analysisteam recommends further
research on funding projections, utility savings overlap, and market saturation.
For the LGCprogram specifically, the team recommends the following
improvements:

)l

Develop a network of local governments, implementers, and stakeholders
willing to contribute to the efforts of this program analysis through
different methods, such as data sharing, review and verification, focus
groups, and surveys.

Obtain estimates of baseline energy consumption or specifics on the
applicable building stock for all or some of the projects.

Conduct further outreach to local governments and associated consultants
to collect sufficient information on projects to eva luate energy savings.
Confirm the fraction of planned activities for solar PV and non-building
activities for newly awarded projects.

Determine if there could be future iterations of the program beyond the
awarded projects and if the projects could be scal able or replicable in
other jurisdictions.
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CHAPTER 12:
Financing o Proposition 39

The CaliforniaClean Energy Jobs Act, also known as Proposition 39(Prop 39),
provides funding for planning and installing energy efficiency upgrades and clean

energy generation at schools. The initiatve c hanged Cal i forni ads cor |

income tax code and allocates projected revenue to the general fund and the
Clean Energy Job Creation Fund for five fiscal years (20132014 to 2017-2018).%*
The fund awarded local educational agencies (LEAS) including K-12 school
districts, county offices of education, charter schools, state special schools, and
California community colleges (CCG), grants to upgrade existing buildings. The
types of energy efficiency upgrades varied greatly. Some examples of the
measures includelighting, HVAC,solar PV, and cool roofs.#?

Program Overview

Prop 39 provides funding for planning and installing energy efficiency upgrades
and clean energy generation at schools. A small percentage of the Prop 39 funds
is appropriated for other components of the program, including financing,
technical assistance, workforce development, and energy planning services. All
five years of funding (2013-2018) have been committed to eligible LEAS. In the
K-12 system, funds are allocated to specific LEAs according to average daily
attendance (85 percent weighting) and the number of students eligible for free
and reduced-price meals (15 percent weighting) applicable to a funding year. In
the CCC system, funds are allocded according to number of full-time equivalent
students.

In general, Prop 39 funds can be applied to energy efficiency retrofits and clean

energy installations. Moreover, funds can be appropriated to hire energy

managers and provide relevant energy-related staff training. The use of funds

must comply with two factors: loading order and cost -effectiveness. Projects

applying for Prop 39 funding shall be sequenced accordingt o Cal i f orni ads
order of energy resources. Energy efficiency and demand response projects are

first priorities, followed by renewable energy generation, distributed generation,

81 Senate Bill 110 (Committee on Budget and Fiscal Review, Chater 55, Statutes of 2017) has
modified the Prop 39 program and extended it. This bill also allocated an additional $100 million
of unspent Prop 39 money to Energy Conservation Assistance Act(ECAA-Ed. The bill also made
ECAAEd competitive.

82 A cool roof is designed to reflect more sunlight and absorb less heat than a standard roof.
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combined heat and power applications, and clean and efficient fossil-fired
generation. Projects are also evaluated by the cost-effectiveness criteria,
calculated in terms of savings to investment ratio, based on the total energy
savings and net project costs over the project life cycle.

Prop 39 funds can be combined with other project financing and funding
mechanisms such as utility incentives, utility on-bill financing programs, and the
Energy Conservation Assistance Act (ECAA)loan programs. The Energy
Commission published aprogress report®® in January 2017 that indicates the
appropriation of Prop 39 funds from 2013 to 2017. Navigant recommends that
the Energy Commission and the CPUC work closely to identify potential utility
program savings overlap.

The building sectors affected by this program are n onresidential, existing
construction only:

1 K-12 school buildings

1 County offices of education buildings
1 Charter school buildings

1 State special schoolbuildings

1 CCChbuildings

To give LEAs an opportunity to use any unrequested Prop 39 K-12 program grant
funds, the Senate passed Senate Bill 110 (Chapter 55, Statutes of 2017) (SB
110)84in June 2017. This bill created three additional grant programs and
allocated funds for loans and technical assistance. Although, a continuation of
the Prop 39 K-12 Program was also authorized in SB 110, there were insufficient
funds for the program. Any additional program funding is s ubject to
appropriation in the annual Budget Act.

Updates Relative to  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commissionused the updated program workbook to incorporate new K-
12 program 2017 and 2018 savings data. Other adjustments are possible if new
or better data become available. Refer to the previous Senate Bill 350: Doubling

83 Antonio, Marites, Haile Bucaneg, Joji Castillo, Cheng Moua, Armando Ramirez, Elizabeth
Shirakh, and Michelle Vater. 2016. Proposition 39: California Clean Enerqy Jobs Act. K12 Program
and Enerqy Conservation Assistance Act 20152016 Progress Report California Energy
Commission, Efficiency Division. Publication Number: CEG400- 2017-001-CMF

84Jul y 11 SBI1200Cledn Enefgy Job Creation Program and citizen oversight board 0
California Legislative Information.
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Energy Efficiency Savings by 203Q Appendix A7 Proposition 398° for more detail
on the analysis conducted for this program.

Method Description

The analysisteam performed a top-down extrapolation with the following
calculations and assumptions to project the energy savings potential from 2015
through 2029.

)l

For K-12, the first -year data for 2013-2014 demonstrate a relatively slow
ramp-up in projects and funding requests. Subsequent years (through
2018) in the program data show an increase in projects and funding
requests that align more closely with allocated funding.

For CCC, the data cover only up to 2016, with partial project data
available for 2015-2016. There was no information for 2016 -2017
published in the workbook at the time of the 2017 analysis for SB 350.
However, Navigant expects the Energy Commissionto publish the new
annual data that may be incorporated into future iterations of SB 350
analysis

The published savings data included both energy efficiency and self-
generation projects. The team removed the self-generation projects from
projections.

For savings projections, the team normalized the funding amount for kWh
savings and therm savings per dollar of funding.

Using the normalized energy savings estimates along with the known
funding amounts for 2013 -2017 and the estimated (for CCQ and known
(for K-12) funding amount for 201 7-2018, the analysis extrapolated the
available project data to generate annual funding and energy savings data
for all five years of the current program cycle (2013 -2018).

The analysis team evaluated the estimated five-year data for trends.
However, the results did not reveal any clear patterns of energy savings
or funding levels. The data seem to primarily vary by the approved
funding amount, which depends on state budget approval. It appears that
energy savings potential may fluctuate based on budget variance for each
year.

The analysisteam calculated an average annual funding level based on
the five-year estimates. Previously, the forecast assumed that the funding
level will remain constant from 2015 through 2029 as the baseline savings
level, and further savings adjustments were applied under different

85 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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forecasting scenarios. However, no new funding is in place for future
years.

1 Publicly available data are limited to the informationfrom K -12 and CCC
workbooks.

For future Prop 39 savings analysis, the team expects that m ore project savings
will be reported through 2021 as more projects are verified for completion. The
legislation requires that all projects funded by Prop 39 be completed by 2021 ;
however, project implementation delays may be expected as the deadlines have
extended multiple times since 2013. The actual funding and energy savings data
will better correspond to the approved budget as more data are reported.
Averagingfunding and energy savings data by normalization can serve as a
preliminary method for savings projections, despite many variables yet to be
considered.

Forecasting Scenarios

The Energy Commissionwill need to adjust the scenarios to address funding
level changes for Prop 39 programs. The team made the following assumptions:

1 Reference : The team estimated savings for the reference case according
to the analysis approach described above by assuming that Prop 39
program funding will continue indefinitely beyo nd 2018, as enabled by SB
110. This scenario scales backenergy savings projections by 10 percent
each year beginning in 2019 to account for a potential funding decrease
through 2029.

1 Conservative :To calculate a more conservative scenario, the team
assumed that Prop 39 program funding will continue indefinitely beyond
2018, as enabled by SB 110 However, the energy savings projections are
scaled back by 10 percent each year beginningin 2019 to account for a
potential funding decrease and additionally by 30 percent annually to
account for market saturation based on the teamd analysisand
assumptions.

1 Aggressive :To calculate a more aggressive program savings estimate,
the team removed the potential funding decrease adjustment from the
reference case and assumed that the current savings rate will persist
through 2029 unimpeded.

Areas to Improve

For financing programs in general, the team recommends further research on
funding projections, utility savings overlap , and market saturation. For the Prop
39 program, the team recommends the following:
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T Engage the Energy Commi ssion and Chancell
better understand market potential, market saturation , and future
adoption rate.

1 Track implementation of SB 110,2® which extended funding subject to the

state budget for Prop 39 indefinitely; collect future data on annual funding
level, project adoption rate, and energy savings.

1 Collect actual program data and corresponding utility incentive tracking to
minimize overlap errors.

1 Considerincluding more disaggregated data of completed projects by
utility and end use.

86 California Legislature. 2017. "SB1.10 Clean Enerqy Job Creation Program and Citizen Qversight
B o a r Galifania Legislative Information.
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CHAPTER 13:
Financing 0 Low -Income Weather ization

Multiple elements of the Greenhouse Gas Reduction Fund (GGRR)esult in
energy savings, but only two are included in this study: the Low-Income
Weatherization (LIW) program (discussed in this chapter) and the Water-Energy
Grant (WEG) program (further discussed in Chapter 14).87 LIW is a statewide
program funded through California cap-and-trade auction proceeds. The program
aims to implement energy -efficient measures in low-income single-family and
multifamily complexes in disadvantaged communities, including PV installations,
solar hot water heaters, and other energy -reducing projects.

The LIW program has three overarching goals:

1 Reduce GHGemissions in disadvantaged communities

1 Create jobs and provide training for members of disadvantaged
communities

1 Reduce the energy bills of the low-income households served

The LIW program received $75 millionin funding through the 2014 -15 budget
approved by the state Legislature to implementthese goals. The program
estimates that 17,700 households will benefit from this program.

Program Overview

Three government statutes directed proceeds from the California Cap-and-Trade
program into the GGRF. A portion of the GGRF budget is used to fund programs
that save energy through installation of more energy efficient appliances and
weatherization of low-incomeh o meowner se. propert.

The federal weatherization program supplements the GGRF fundsfor LIW. The
federal program, administered by the Department of Community Services and
Development, targeted different subsets of low-incomehouseholds in
disadvantaged communities.®® The Single Family/Small Multi Family Energy
Efficiency and Solar Water Heating subprogram provides single-family and small

87 The State Water Efficiency Enhancement Program, which focuses mostly on the agricultural
sector, also exists.

88 The three programs are: Single Family/Small Multi Family Energy Efficiency and Solar Water
Heating, (2) Single-Family Solar Photovoltaics and (3) Large Multi-Family Energy Efficiency and
Renewables.

82



multifamily low-income homes with weatherization and energy efficiency
measures ¥

The Large Multi-Family Energy Efficiency and Renewables subprogram provides
low-income multifamily properties with technical assistance and incentives for
weatherization and energy efficiency measures. Program participants receive a
home energy assessment to generate a list of recommended measures to
improve the energy efficiency of the home. The program expects energy savings
from lighting, ceiling fans, appliances, insulation, and microwaves.

The residential sector is the only building sector affected by this program. This
program specifically targets 100 percent of the households located in
disadvantaged communities, as identified by CES2.0.

Updates Relativeto  Previous Study

The analysis team did not make any changes to the method from the previous
study. The Energy Commission can use the updated program workbook to
incorporate any new program data that may be used to update the savings
estimates for this program . Refer to the 2017 Senate Bill 350: Doubling Energy
Efficiency Savings by 203Q Appendix A8 GGRF Low Income Weatherizatiof° for
more detail on the analysis conducted for this program.

Metho d Description

The team performed a top-down extrapolation approach with the following
calculations and assumptions to project the energy savings potential from 2015
through 2029.

1 Identified four full years of historical savings data for 2015-2018. There is
no trend in the data d there are alternating increases and decreases in
program savings.

1 To project savings, the team then applied the average of the total savings
for each year (2015-2018) as the savings projections for 2019-2029.

1 Assumed annual growth of savings and funding level remain the same as
the average of the four years of data.

Because this program targets low-income housing in disadvantaged
communities, the team assumes little-to-no natural construction turnover in the

89The Department of Communi ty LoB-<dncomé Weatherizatiod Devel opment
Program serves low-income homes. Specifically, it seeks to help households in disadvantaged
communities as identified by CES2.0.

90 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manjit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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absence of additional financing. As such, the 2017 analysis of SB 350 savings
assumed 0 percent of program savings overlap with 2018 PG study codes and
standards estimates.% The team recommends further evaluating utility savings
overlap by exploring any overlap between this program and other low-income
programs funded by the 10Us.

The workbook calculation assumes a percentage of12.3 million®? households
qualify as low-income and that each project achieves 15 percent electricity
savings, on average; the team estimates that the calculated savings projection
through 2029 would result in about one-third of low-incomehouseholds being
improved through 2029. Given this estimate, the analysis team did not account
for market saturation.

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
scenarios

1 Reference case: This scenario assumes thatnew funding does not
significantly change savings levels and all savings from 2015 through 2029
will continue.

1 Conservative case: This scenario assumesall savings after 2018 will be
reduced by 50 percent of the reference case.

1 Aggressive case: This scenario assumes that beginning in 2019,
additional funding will contribute to a 50 percent increase in savingsas
compared to the reference case.

Areas to Improve

For financing programs in general, the team recommends further research on
funding projections, utility savings overlap , and market saturation. For the LIW
program, the team recommends the following:

1 Partner with the regulatory agency of this program to agree on data
parameters that will be made available to support future SB 350 analyses.

1 Collect more years of measurelevel data detailing savings, funding
allocation, or cost-effectiveness data; if measure data are not available,
gather annual project data that better support trending methods.

1 Collaborate with the CPUC to identify any additional utility savings overlap
with low-income programs funded by IOUs.

1 Address changes in funding levels over time.

91 Navigant Consulting, Inc. 2017. 2018 Enerqgy Efficiency Potential and Goals Study California
Public Utilities Commission.

92 California Energy Commission. Integrated Energy Policy Report (IEPR) Building Stock Data
2016
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CHAPTER 14
Financing 6 Water -Energy Grant

The WEGprogram, administered by the Department of Water Resources (DWR),
aims to improve water and energy efficiency and reduce GHG emissions of
residential and commercial buildingsthrough measures such as clothes washers,
dryers, and dishwashers. Energy savingsresult primarily by installing measures
to reduce hot water use, which decreases the energy needed to heat water.

Program Overview

The WEG, funded by the GGRF and operated by the DWRIs a statewide
program to promote reduced GHGemissions primarily in the residential and
nonresidential sectors and disadvantaged communities. Proceeds from the
CaliforniaCap-and-Trade program are allocated each year to the WEG program
to fund projects that reduce GHGemissions in Californig these projects also
deliver economic, environmental, and public health benefits for Californians,
particularly those in disadvantaged communities. Another key objective of the
WEG program is to establish an incentive structure to make climate investments
through clean technologies and innovative solutions. Water reduction or
conservation is the main criterion for program eligibility, but energy use and GHG
reduction are also prioritized.

Updates Relativeto  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbookto incorporate any
new program data that may be used to upd ate the savings estimates for this
program. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings
by 2030, Appendix A9 GGRF Water Energy Grant®® for more detail on the
analysis conducted for this program.

Method Description

The team performed a top-down extrapolation using the following calculations
and assumptions to project the energy savings potential from 2015 through
2029.

1 The historical dataset provides data for the years that had funding and
activity through 2018.

93 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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1 The analysis team calculated the projected savings for this program by
taking the average of electricity and gas savings from the 2014-2018
historical savings data. The team then applied the average savings as the
savings projections for 2019-2029 because there was a lack of more
granular historical data or other forms to forecast future potential savings .

The program dataset does notindicate that solar thermal projects are included.
As such, the team did not correct for savings due to renewable generation.

Because this program targets disadvantaged communities, the team assumes
little-to-no natural construction turnover in the absence of additional financing.
As such, the 2017 analysis of SB 350 savingsassumed O percent of program
savings overlap with 2018 PG*codes and standards estimates. The team
recommends further evaluating utility savings overlap by exploring any overlap
between this program and other low-income programs funded by the IOUs.

The team estimated that of 12.3 million®> households, about 18 percent, qualify
as low-income. By extending this ratio to disadvantaged communities, biasing
toward building types that consume the most water (restaurants, schools,
hospitals, and dwellings), and assuming that each project achieves 10 percent®
electricity savings on average, the team estimates the calculated savings
projection through 2029 would result in roughly 40 percent of low-income
households being improved through 2029. Given this estimate, the analysis team
did not account for market saturation .

Forec asting Scenarios

Based on this information, the team made the following assumptions for the
scenarios

1 Reference case: This scenario assumes that program funding will persist
at the same level, resulting in a steady increase in cumulative savings.

1 Conservative case: Because ofthe uncertainty of funding year over
year, this scenario assumes that program funding will decrease by 50
percent after 2016, resulting in a smaller increase in cumulative savings
from 2017 through 2029.

94 Navigant Consulting, Inc. 2017. 2018 Enerqy Efficiency Potential and Goals Study California
Public Utilities Commission.

95 California Energy Commission. lntegrated Enerqy Policy Report (IEPR) Building Stock Data
2016

96 This percentage is less than the 15 percent estimate applied to other retrofit programs
because only domestic hot water generation is affected.
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1 Aggressive case: Because of the lack of policy or funding projects each
year, this scenario assumes that program funding will increase by 50
percent after 2016, resulting in a larger increase in cumulative savings
from 2017 through 2029.

Areas to Improve

For financing programs in general, the team recommends further research on
funding projections, utility savings overlap , and market saturation. For the WEG
program, the team recommends the following :

1 Partner with DWR to agree on a set of data parameters that will be made
available to support future SB 350 analyses.

1 Collect more years of measurelevel data detailing savings, funding
allocation, or cost-effectiveness data; if measure data are not available,
gather annual project data that better support trending methods.

1 Collaborate with the CPUC to identify any additional utility savings overlap
with low-income programs funded by IOUs.
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CHAPTER 15:
Financing o California Department of
General Services Retrofit Program

The Energy Retrofit Program operated by the Department of General Services
(DGS) usesenergy service companies to implement energy upgrades in state
buildings. DGSfunds loans that are paid back by the realized savings from the
retrofit. The commontypes of measures funded by the lo an include upgrading
lighting, installing energy efficient HVAC systems, and retro-commissioning. An
initial $25 million payment from the Energy Commission provided the seed
money to begin the Energy Retrofit Program.

Program Overview

The Energy Retrofit Program provides funding to state agencies to fund energy
efficiency retrofits in their buildings throughthe p r o g r leamfarsl. The funds
for this program were originally supplied by the Energy CommissionunderARRA.
The funding is expected to be paid back from the energy savings that result from
the retrofit projects ; at that point, the funds will be replenished and then will
become available for subsequent projects.

There are several remaining energy efficiency projects in the current funding
cycle, but most have been completed. A new funding cycle has been approved.

Updates Relative to  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbookto incorporate any
new program data that may be used to update the savings estimates for this
program. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings
by 2030, Appendix A10 DGS Energy RetrofitProgram®’ for more detail on the
analysis conducted for this program.

Method Description

The analysis team used a top-down extrapolation approach to determine the
savings potential for the DGS Energy Retrofit program. There are several
variables that may affect how this program will continue in the future. Assuming
funding remains available and the program continues to replenish the funds from

97 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Pilication Number: CEG400-2017-010-CMF.
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energy savings, it is possible to calculate the weighted average simple payback
for the projects to determine the rate a t which funds are recycled into new
projects. Combining this rate with a calculation of the annual kWh or therm
savings for the projects that have occurred will provide a reasonable estimate for
future efficiency savings through this program.

Furthermore, the team applied adjustment factors to the energy savings
projections to account for opportunities that may be front -loaded in the priority
list and newer technologies and techniques that will be adopted in the future.
DGS should conduct uture program evaluation to verify the savings
opportunities and implementation.

The analysis team used the savings and annual growth of savings from the
Annual Legislative Reportand other DGS-supplied information, assuming the
program parameters and funding levels remain the same. Atthis time, the team
used the DGS estimates forfuture annual savings from the program rather than
basing the savings on historical trends. The analysis employed the following
assumptions:

1 Other utility incentive programs for equipment replace ment claim nearly
50 percent of the savings in this program . Utility incentive claims will
decrease in the future as the oldest buildings are retrofitted and less
attractive projects are available for future retrofits ; however, the claims
may increase (as a percentage) as incentives become available and the
buildings approach net-zero energy.

1 Feedback from Energy Commissionstaff indicates investment levels are
expected to drop as the revolving fund is paid back and becomes available
for new projects. Based on input from the Energy Commission, the team
assumed 2 GWh annual savings beginning in 2018.However, actual
savings have been higher.

1 Beyond the initial drop in funding, the annual funding rate will be
maintained, as the fund is assumed to be managed sustainably into the
future.

1 The savings of natural gas will track comparably with electricity, and the
team did not adjust for electrification.

1 For cumulative savings, the team assumed all projects have an EUL equal
to 15 years. The most recent program reporting document °8 showed the
program measures as interior and exterior lighting upgrades, HVAC
upgrades, and envelope measures all of which have an EUL of at least
15 years. This analysis also assumed no savings from renewable energy

98 Department of Gener al Services. AiiDGS ESCO_EE_data_cu
Energy Commission. April 12, 2017.
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because no renewable energy measures (for example, solar PV) were
shown in the program reporting document.

The team conducted initial outreach to the DGS energy efficiency revolving loan
fund program manager to request additional program information including
future funding, projected savings, expected overlap with utility incentive
programs, and other factors that would affect program savings. The DGS
program manager emphasized that all projections in funding and energy savings
were rough estimates. Current funding levels should continue for the next three
to four years (until about 2020). After 2020, funding drops by roughly one-third,
although the DGS program manager reported that more funding could become
available. In the past, DOE programs have ended and provided their remaining
funds to the DGS program. Consequently, funding could decrease, increase, or
remain about the same in the future. The DGS program manager reported that
even under steady funding levels, project flows may not be constant, and some
customers that complete applications ultimately do not complete a project or put
the project on hold. Thus, the team notes that all projections should be viewed
as high level estimates, particularly beyond 2020. The team updated the savings
estimates accordingly based on the DGS response.

Because this program targets public buildings, the team assumes little to no
natural construction turnover in the absence of additional financing. As such, the
2017 analysis of SB 350 savings,0 percent of program savings assumed to
overlap with 2018 PG”® codes and standards estimates. The team recommends
further evaluating utility savings overlap between this program and savings
claimed by the IOUs. It is set at three percent.

The 2015 Existing Buildings Energy Efficiency Action Plaf®®indicates that DGS
reports about 125 million square feet of state leased or owned floor space. Given
the size of the potential market and assuming that program projects achieve 15
percent savings of baseline electricity consumption, on average, the team
estimates the calculated savings projection through 2029 would result in fewer
than 10 percent of state -owned buildings being improved through 2029.

99 Navigant Consulting, Inc. 2017. 2018 Enerqgy Efficiency Potential and Goals Study California
Public Utilities Commission.

100 California Energy Commission 2016.Ca/ /i forni adés Exi sting ABom | di ngs
Plan
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Forecasting Scenarios

Based on this information, the team made the following assumptions for the
different scenarios:

1 Reference case: Theteam assumed that current trends would continue.
The DGS program manager reported this was the most likely outcome,
although increasing and decreasing funds are distinct possibilities.

1 Conservative case: Building off the reference case, this scenario
assumed that funding would decline by 22 percent beginning in 2020 and
that energy savings (both GWh and therms) would decline proportionally
by the same factor as funding decreases.

1 Aggressive case: This scenario assumed that funding would increase by
22 percent starting in 2020 and that energy savings (GWh and therms)
would increase accordingly. This scenario also assumes that project
participation will increase, including from Department of Corrections and
Rehabilitation (DCR) projects because the DGS project manager identified
DCR facilities as havinga significant energy efficiency savings
opportunity. 101

Areas to Improve

For financing programs in general, the team recommends further research on
funding projections, utility savings overlap , and market saturation. For the DGS
Energy Retrofit program, the team recommends the following :

1 Partner with DGSto better understand market potential, market
saturation, and future adoption rate.

1 Estimate future biennial funding levels while accounting for slow project
payback or changes in reinvestment of the funding.

1 Reuvisit the need to account for end use measure life depending on
assumptions made in future iterations of this program analysis.

101 The team conducted a brief telephone interview with a DCR staff member who focuses on
energy efficiency projects. The DCR staff member confirmed that the department often conducts
energy efficiency projects, particularly because most of its 39 functioning correctional facilities
operate lighting continuously (8,760 hours annually). DCR projects can also include mechanical
upgrades andother non-l i ghting projects. Whil e DCR philloj ects ofte
financing program, because of the financing cap ($1 million-$2 million, depending on utility), the
DGS program often contributes most of the financing for large projects. In addition, a bout half of
DCR projects are outside 10U territory. The list of projects for the 2015 -2017 DGS program
includes one DCR project for $3 million, for which DGS provided 100 percent of the financing.
DCR staff reported it would soon submit another DGS application for a $4 million project outside
an IOU territory.
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CHAPTER 16:
Financing 0 Energy Conservation
Assistance Act

The ECAAloan program administered by the EnergyCommission delivers
revolving loans to schools, cities, counties, state hospitals, and special districts to
finance projects with proven energy or cost savings. Funds for ECAA loanscome
from repayment of previous funds with additional infusions from allocations by
the Legislature and ARRA funds!®

The ECAA financingprogram is designed to ease the adoption of energy projects
through a simple process that does not involve credit approval, collateral, or
fees. There are two types of loans offered through this program. Education
facilities, except universities and colleges, qualify for a O percent interest loan,
whereas cities, counties, and colleges and universities qualify for a 1 percent
interest loan. Loans are often used to upgrade the building envelope, electrical
systems, HVAC or lighting systems.

Program Overview

The ECAAprogram supports energy efficiency and energy generation projects
pursued by public institutions. ECAA provides loans up to $3 million per
application. The program is designed to simplify energy project adoption through
a process that does not involve credit underwriting, collateral , or fees. To be
eligible for a loan, projects must demonstrate energy savings over the loan
repayment period. ECAA loans must be repaid in energy cost savings within 20
years, including principal and interest, which is equivalent to a maximum of 20
years of simple payback for O percent loans and a maximum of 17 years for 1
percent loans. Project guidelines require that energy projects must be cost-
effective and technically feasible to qualify. 103

102 The 1 percent loan was developed separately as ECCAEd funds. Proposition 39: California
Clean Enerqy JobsAct, K-12 Program and Enerqy Conservation Assistance Act 20152016
Progress Report California Energy Commission, 2016.

103 California Energy Commission Website, ECAA program
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Public agencies are elgible to receive ECAA funds; the list below indicates which
types of public agencies are eligible for zero percent loans and which are eligible
for one percent interest rate loans. Residential, commercial, or private nonprofit
institutions are not eligible for these funds.

1 Eligible for zero percent interest rate loans:
0 School districts
0 Charter schools
0 County offices of education
0 State special schools
1 Eligible for one percent interest rate loans:
0 Cities
Counties
Special districts
Publiccolleges or universities (except community college districts)
Publiccare institutions/ public hospitals
University of California
California State University
Community college districts

O OO o o oo

Updates Relativeto  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbookto incorporate any
new program data that may be used to update the savings estimates for this
program. The program workbook includes historical data through 2018. Refer to
the 2017 Senate Bill 350: Doubling Energy Efficiency Savings by 2030 Appendix
A11ECAA%formore detail on the analysis conducted for this program.

Method Description

The team performed a top-down extrapolation approach using the following
calculations and assumptions:

1 Noannual budget funding limit exists; however, the loan limitper
application is $3 million.

No data on utility rebates were applied to the measures in the dataset.
Because the ECAAdatasets included energy efficiency and self-generation
projects, this analysis extracted the energy efficiency-only data to serve as
the basis for the savings projections.

1
1

104 Jones, Melissa, Michael Jaske Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.
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1 Analysisincluded using historical data based on project year. The analysis
checked for electrical and gas savings data project trends for future
savings assumptions. There was no clear trend in the data, so instead the
team calculated an average value to project out through 2029.

1 The analysis tools provided to the Energy Commission showed no ECAA
savings claimed for the reference scenario because it used the previous
study assumption that savings projections have been captured by the
IEPR baseline cemand forecast. This assumption may change depending
on funding availability and can be updated by Energy Commission staff.

Figure 9 depicts the flow of data that supported the method of this workbook.
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Figure 9: ECAA Method Flow Diagram
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Flowchart showing the input source dataand analysis steps for developing annual ECAA program savings. Input sourcedata include historical project and
measuredataand funding levels. Future savings are dependent on historical savings and future funding trends.

Source: Navigantteam
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Forecasting Scenarios
The team made the following assumptions for the diff erent scenarios

1 Reference case: This scenario assumes that SB 110 providesadditional
ECAAEdfunding. Itis unclear if the additional funding has been
approved. Conservatively, the reference case assumes that about 10
percent of the total program saving s affects SB 350savings claims
beginning in 2019 when the SB 110 funding contributes to the ECAA
program. In this scenario, all energy savings from 2015 through 2018
remain captured in the demand forecast with no incremental savings for
SB 350, per conversation with the additional achievable energy efficiency
staff from the Energy Commission

1 Conservative case: This scenario assumes that the additional funding
from SB 110 will not significantly increase the savings level beyond the
current funding level and that all savings after 2018 will continue to be
claimed by the demand forecast.

1 Aggressive case: The scenario assumes that with SB 110 providing
additional funding, there may be a significant increase in ECAA loansthat
achieve energy savings attributable to SB 350. Beginningin 2019 and
through 2029, the aggressive case estimates that nearly 30 percent of the
program savings may go beyond the historical average claimed in the
demand forecast and can be cgptured as SB 350 savings potential.

Areas to Improve

For financing programs in general, the team recommends further research on
funding projections, utility savings overlap , and market saturation. For the ECAA
program, the team recommends the following :

1 Track implementation of SB 110, which is estimated to provide up to
$100 million in additional funding to the ECAA-Ed program; collect future
data on annual funding level, project adoption rate, and energy savings.

1 Understand participation with utility programs and possible utility rebate
savings overlap.

105 July 11, 2017. SB110 Jean Energy Job Creation Program and citizen oversight board
California Legislative Information.
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CHAPTER 17:
Financing 0 Property Assessed Clean
Energy

In 2008, the Californiale g i s | a ssembly Bills811ALevine, Chapter 159,
Statutes of 2008) (AB 811)'%6 enabled Property AssessedClean Energy (PACE)
financing for energy efficiency and renewable energy projects in the residential
and commercial markets. There are 14 active PACE providersin California, with
financing more than $2 billionin energy efficiency and renewable energy
improvements including hard and soft costs. %108

Program Overview

PACE financing programs provide property owners with financing for energy
efficiency, water efficiency, resiliency, and renewable energy projects on existing
and, in some cases, new residential and commercial structures through a
voluntary special tax assessment ontheir properties. These financing programs
are offered by private lendersd known as PACE provider® and do not rely on
public funding. In some instances, customers may choose to combine PACE
financing with other incentives such as utility rebate programs.

PACE financing programsdo not require a down payment or payment of the full
or partial upfront capital co st of the improvement. However, measures installed
through PACE mustperform better than California Title 24 building codes. The
fundamental mechanism of PACE relies on the existing framework of building
property taxes whereby the entire loan, including pr incipal and interest, can be
repaid through a special tax assessment made on the property where the energy
projects are implemented. Property owners can amortize loan payments for up to
20 years, with an option to extend the payback period as necessary By
leveraging property taxes, the property improvements funded through PACE are
associated with the physical properties rather than the borrowers . In addition,
the property owner can transfer the loan when the property is sold or ownership
is transferred.

106 Assembly Bill 811 (Levine, Chapter 159, Statutes of 2008)

107 PACE ProgramsPACHation Website.

108 Hard costs are those directly related to construction. Soft costs are those not directly related
to constructiond for example, engineering fees.

97


https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=200720080AB811
https://pacenation.us/pace-in-california/

The statutory frameworks, Improvement Act of 1911 as amended by AB 811,
also knownas the Mello-Roos Act wunder a ciptoyides charter a
guidance on how PACE financing programs are set up and administered. Both
the improvement act and the Mello-Roos Act authorize creating special tax
districts for voluntary contractual agreements for financing between authorized
entities and property owners. Property owners residing in cities and counties that
have adopted these special tax districts are able to apply for financing from
designated PACEproviders. Consequently, not all jurisdictions in Californiahave
access to PACE financingand many jurisdictions have approved only a handful
of providers to operate in their territory . This patchwork of programs across the
state makes it difficult to accurately track PACE investment geographically.

Despite the potential wide reach of PACE financing, PACE providers have not

been required by law to publish any loan or project data . In October 2017,

Senate Bill 242 (Skinner, Chapter 484, Statutes of 2017), which included data

reporting clauses, became law. This bill (details provided in Appendix B) requires

PACHproviders submit reports to the public agency of each program they

administer, detailing various metrics including estimated total energy saved and

the percentage of PACE assessments represented by energy efficiency. However,

the billislimited;i t fAapplies exclusively to resident:i
fewer unitso and i s notncathgpdoesnabsea® t o fiany p
program administrator to administer a PACE program.0® Despite the limitations,

the bill can make future energy savings modeling efforts easier and more precise

since the Energy Commissionwill be able to collect the data reported to local

jurisdictions.

Updates Relative to  Previous Study

The previous SB 350 report used a top-down approach to estimate the savings
potential for the program. Given the lack of project savings data, the update is
built on previously available analysis and refined top -down estimates of the
savings potential from 2015 through 2029 .

Method Description

The 2017 SB 350analysis applied the following methods to the savings analysis
of the PACEprogram:

1 Estimated total annual savings in electricity and gas from the aggregate
savings data published by the California Alternative Energy and Advanced
Transportation Financing Authority (CAEATFA) PACE Loss Reserve

109 Senate Rules Committeei Senate Floor Analysis. Sept. 2017. Property Assessed Clean
Enerqy program: program administrator .
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Program, which covers only residential programs enrolled in the program
as of June 30, 2016.*°

1 Extrapolated total annual savings in electricity and gas for the entire
residential market by applying data statistics about residential PACE
providers provided by the Center for Sustainable Energy.'**

1 Extrapolated nonresidential savings by using the market data published by
PACENation'*? coupled with the residential data derived from the
CAEATFAreports*®

The team further adjusted the savings estimates for ratepayer program overlap
assumptions. Accordingto the CPUC, the utilities do not claim savings from this
program. However, the projects funded by this program likely receive utility
incentive and may be claimed by an IOU/POU as ratepayer savings.Because of
the lack of utility incentive information in the data sources, this analysis assumed
that the ratepayer savings overlap will be 4 percent based on the project data
from Prop 39. Therefore, the savings estimates for this program subtracted 4
percent from the raw projections before further adjustments. As more overlap
data become available for this program, the Energy Commissionwill update
results accordingly.

Changes to Data Inputs and Assumptions

Due to a lack of actively enforced statewide reporting mandates, there are
limited public data sources on PACE financing programs The most detailed
publicly available data are from two sources:

T PACENationés nationwide and regional

project type for commercial and residential programs

1 CARATFALOo s s Re s er vmepord wagnua totdl enrolled
principal, biannual principal from new fi nancing, and self-reported energy
savings for Californiads enroll ed

110 California Alternative Energy and Advanced Transportation Financing Authority. March 2018.
fProperty Assessed Clean Energy (PACE) Loss Reserve Program Enroliment Actividy California
State Treasurer.

111 Center for Sustainable Energy. Property Assessed Clean Energy ProgramsVisited April 2019.
The Center for Sustainable Energy is a nonprofit program administrator and advisory services
organization.

112 PACENation. Residential and Commercial PACE Market Data

113 California Alternative Energy and Advanced Transportation Financing Authority. March 2018.
Property Assessed Clean Enerqy (PACE) Loss Reserve Program Enrollment ActivifZalifornia
State Treasurer.
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The updated method relies heavily on these two sources. However, the analysis
team changed the data inputs used to extrapolate savings during this cycle:

1 Foregoing use of CSEdata . Asof January 31, 2018, the previously
used public data are not being updated, with the web page now referring
visitors to PACENation for market data It is vital to use regularly updated
publicly available information for the co re inputs and assumptions as
much as possible so that additional savings calculations can be updated
more easily by the Energy Commissionover time.

1 Using CAEAT F Aesv financing datato calculate residential
savings. '** The analysis team found several issues after reviewing the
residential energy savings by program listed on the CAEATFALoSS
Reser ve Pwelmsite(terardypublicly reported savings estimates
available):

0 Self-reported savings with inaccessible methods because most
program providers classify them as confidential.

0 Inconsistent reporting format , resulting in many programs providing
kWh savings without identifying the share attributable to energy
efficiency and renewables.

0 Savings being reported based on the entire enrolled portfolio wit hout a
way to identify first -year savings occurring from new efficiency
improvements.

Until standardized statewide reporting mandates allow access to credible
historical annual savings estimates, the team extrapolates savings from
reported principal amounts because residential investment is submitted
biannually to CAEATFA using a standardized reporting framework and
includes a breakout of new financings, which can be used to calculate
first-year savings.
1 Using the PACENation principalin Western statesto calculate
commercial savings. ™ PACENati onds caemepertedcin al dat a
principal and do not include any reported energy savings. Althoughthe
market data on PACENationare not filterable by state, estimating
Californiads s har epriwipal ispossiblausingthe mmer ci al
various metrics they report. These metrics include the percentage of
investment attributable to energy efficiency (35 percent), annual
commercial investment in Western states ($105 millioninvested in 2017),

114 California Alternative Energy and Advanced Transportation Financing Authority. March 2018.
Property Assessed Clean Enerqy (PACE) Loss Reserve Program Enrollment ActivitiZalifornia
State Treasurer.

115 PACENation. Residential and Commercial PACE Market Data
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and total commercial investment that has occurred in California ($236.6
million, or 95 percent of cumulative investment in western states).

1 Extrapolating savings from loan principal amount using private
and publicly available studies . Because ofthe lack of quality savings
being reported publicly, the team decided that until such data are
available that savings should be extrapolated from the historical principal
using savings units (kWh or therms) per dollar of principal invested. The
team sourced units per dollar of principal invested using data from an
under-development Lawrence Berkeley National Laloratory (Berkeley Lab)
study. This detailed three-year Berkeley Lab project is analyzing PACE
data from energy efficiency projects with a final report pending publication
in 2019.116 This study will report annual kWh and therm savings by
Berkeley Lab measure category and the average statewide dollar principle
per loan by measure category selected by Berkeley Lab Until this report is
published, the team opted to temporarily use the results of a private
detailed energy savings analysis of a PACE program to determine units per
dollar of principal invested by Berkeley Lab measure category.

1 Forecasting PACE investmentusing homeowner improvement
and repair activity trends . The proportion of PACEfinancing used for
energy efficiency measures is a subcomponent of the retrofit market. As
such, the analysisteam usedt he Joi nt Center for Housi nc
Indicator of Remodeling Activity (LIRA)to project future PACE investment.
LIRA measures trends in national spending for improvements and repairs
to owner-occupied homes and is benchmarked to historical estimates of
remodeling spending based on data from the Department of Housing and
Urban Devel opment 6s Anrguréel®ashowsHousi ng Sur v
improvement and repair activity over time..

116 The report draft included research through May 2019.
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Figure 10: LIRA Historic al and Forecast of National Improvement and
Repair Activitie s

Homeowner Improvement and Repair Activity

Four-Quarter Moving Total in Billions

Q4

2014:01

2014

Quarterlytrends in national spending forimprovements and repairs to homes show
activities appear to increase over  time as the building stock increases and e quipment turns
over & with drops where recessions occur.

Source: Joint Center for Housing Studies of Harvard University.
Historical_LIRA_Benchmark_Data_and_Input_Correlations_and_Weights_2018 Q4 (Excel File).
Dow nloaded March 2019. https://www.jchs.harvard.edu/research-areas/remodeling/lira

The forecast of PACE investment assumes that PACE maintainshe
current share of the energy efficiency financing market, and future energy
efficiency savings follow the trend in improvement and repair activity
found in LIRA. Asillustrated in Figure 10, improvement and repair
activities appear to increase over time as the building stock increases and
equipment turns overd with drops where recessions occur. LIRA does not
track commercial improvement and repair activities. Consequently, in
these calculations, the team assumes that the commercial market follows
the same trend as the residential market on the premise that the
commercial market developed at the same time as the residential market
and, therefore, renovation rates are similar.

1 Updat ing ratepayer program overlap assumption. **” The PY2014
Finance Residential Market Baseline Study Report, prepared under the
direction of the CPUC, included a homeowner general population survey to
capture a snapshot of the overall landscape for energy efficiency financing
for homeowners in California before the rollout of the residential statewide
finance pilots. The survey results documented a baseline for key metrics
as defined inthe 2013-2014 EM&V Finance Roadmap related to energy

117 CPUC,Opinion Dynamics & Dunsky Energy Consulting. PY2014 Finance Re&lential Market
Baseline Study Report (Volume /f). March 2016.
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efficiency financing for residential customers. Extrapolating the results of
this survey to the homeowner populationin C aliforniaf ound t hat
one-fourth of the 7.4 percent of homeowners who made an upgrade and
used financing received an IOU rebated which means 1.9 percent of
California homeowners used financing and received an 10U rebate for

their upgrades (Note that this excludes homeowners who used only credit

cards as their source of finahecing). o

4 percent utility overlap assumption from Prop 39 data with the
1.9 percent figure from this study. As new studies are published, the
analysis team expects this assumption will be updated.

Extrapolation Approach

Using the data inputs and assumptions described in the previous section, the
team used a top-down extrapolation approach to estimate incremental savings.
For the residential market, the t e approach consisted of the following steps:

1. Applyingthe percentage of energy efficiency funding to the annual
incremental principal to estimate total principal spent on energy
efficiency.!®

2. Extrapolating historical first -year savings by applying the percentage of
total principal per Berkeley Lab measure category and the units
(kwWh/therm) saved per principal by Berkeley Lab measure category to the
estimated total principal spent on energy effici ency in the previous step.!*

3. Forecasting future investment and savings by applying a growth rate
based on a linear trend line from the LIRA historical improvement and
repair activity data. *%°

4. Adjusting historical first-year savings from step two and forecast savings
in step three for overlap with utility incentive programs to produce
adjusted first-year savings.'**

Thet e a mgpmach to forecasting the commercial market consisted of the
following steps:

118 PACENation. Residential and Commercial PACE Market Data
119 Private PACE Program Study.

120 Joint Center for Housing Studies of Harvard University.
Historical LIRA Benchmark Data and Input Correlations and Weights 2018 Q4(Excel File).
Downloaded March 2019.

121 CPUC, Opinion Dynamics & Dunsky Energy Consulting. March 2016. PY2014 Finance
Residential Market Baseline Study Report (Volume 1)) PY2014 Finance Residential Market
Baseline Study Report (Volume 1).
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1. Estimating Californiads \géycaldulstingegheer gy

product of annual commercial PACE financing inwestern states,

Cali forniabdbs share of onvestem states,iaadlithe P A C E

percentage of overall energy efficiency investment.*??

2. Extrapolating historical first-year savings by applying the percentage of
total principal per Berkeley Lab measure category and the units
(kWh/therm) saved per principal by Berkeley Lab measure category to the
estimated total principal spent on energy efficiency in the previous step. '

3. Forecasting future investment and future savings by applying a growth
rate based on a linear trend line from the LIRA historical improvement and
repair activity data. In these calculations, the team assumes that the
commercial market followsthe same trend as the residential market on
the premise that improvement and repair activities are driven primarily by
the health of the economy ; these activities steadily increase over time as
the building stock increases and equipment turns over, with drops when
recessons occur.”

4. Adjusting historical first-year savings from step two and forecast savings
in step three for overlap with utility incentive programs to produce
adjusted first-year savings.'*

Figure 11 outlines how this extrapolation approach is configured in the program
workbook, showing the flow of data and information throughout the workbook.

122 PACENation. Residential and Commercial PACE Market Data
123 Ibid.

124 Joint Center for Housing Studies of Harvard University.
fHistorical_LIRA_Benchmark Data_and_Input Correlations_and_Weights_2018_Qd (Excel File).
Downloaded March 2019.

125 CPUC, Opinion Dynamics & Dunsky Energy Consulting. PY2014 Finance Residential Market
Baseline Study Report (Volume /). March 2016.
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Figure 11: PACE Program Analysis Method Diagram

PACE Methodology Structure
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Flow chartfor source dataand analysis for developing annual PACE program savings. Input data include studieson the marketbaseline, constructiontrends, researchon
PACE program activity, e nrollmentactivity, and overall marketand funding data.

Source: Navigant team
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Forecasting Scenarios

The conservative and aggressve scenarios for PACE financing attempt to model
potential changes in energy savings from changes in public policy by applying a
modifier to the reference scenario. Atthis time, it is impossibleto predict with a
high degree of accuracy whether the Legislature will make further adjustments
to the recently passed PACE consumer protection laws or how these laws will
affect PACE investment in the future given that only investment data from the
first half of 2018 are available. T h e t ditaratwdesreview concluded that PACE
administrators are discussing with legislative representatives how to curtail the
effects of this legislation. The limited available data indicate that the legislative
Impact has a greater negative effect oninvestment than what was forecast.
Consequently, the modifiers used to determine energy savings under the
conservative and aggressive scenaris should be adjusted as necessary when
more 2018 data become available and when more is known about whether the
Legislature is willing to curtail these consumer protection laws. Below is a
description of the assumptions made for each SB 350forecasting scenario using
available 2018 data and the understanding of the current legislative landscape.

1 Reference: Residential and nonresidential savings, extrapolated from
2015-2017 principal data, will follow the retrofit market represented by
the LIRA historical home improvement and repair activity trend line data.

1 Conservative: PACEas a financing vehicle for residential and
nonresidential properties will be reduced by the recent consumer
protection legislation, which makes PACE lending more restrictive.A 30
percent modifier is applied to the reference case and was determined by
the difference in investment from the first half of 2017 to the first half of
2018.

1 Aggressive: PACEas a financing vehicle for residential and nonresidential
properties will be increased by a curtailment of the consumer protection
legislation limiting the use of PACE the result is PACE will bemore widely
adopted in the residential and nonresidential markets. A 20 percent
modifier is applied to the reference case and assumes the total market
share of PACE would increase at an aggressive but still far lower rate than
pre-consumer protection legislation.

Areas to Improve

The team identified several areas of improvement for the Energy Commissionto
consider in the next SB 350 update:

1 Improved reporting of savings from PACE providers. This analysis
reveals that the PACE financing program has large potential to achieve
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energy savings attributable to SB 350. The estimates of this reporting
cycle are an order of magnitude lower than the last cycle. This lower
estimate is due to the absence of a statewide standardized energy
efficiency savings reporting structure and consequently, low visibility in
the components (in other words, energy efficiency versus savings from
solar) included in historical savings available at the time of the last
update.

1 Standardized estimates of measure savings from PACE providers
To improve future estimates of incremental savings, publicly available and
verifiable savings data from the PACE providersare necessary. The
forecast would benefit from a common engineering approach used across
PACE providerdo estimate measure-level savings and report these
savings consistent with the Berkeley Lab measure categories

1 Ongoing assessment of regulatory impacts. The recent policy
changes regarding consumer protection may stagnate or continue to
decrease energy efficiency investment through PACE if theresults in the
2018 data are the beginning of a long -term decline in PACE origination
However, with only six months of data, there are no significant historical
data to determine accurately if these trends will continue. It is yet to be
seen if PACE admiistrators and legislators will work out a compromise
that corrects the larger-than-expected decline in PACE origination seen in
the early 2018 data. Future updates will need to re-examine the policy
landscape and determine what, if any, adjustments are warranted from
these recently passed policies as well as any legislation that emerges
before the next update.

1 Includ e otherfinancing programs when the y are determinedto
be viable in the market . Additional energy efficiency financing
programs have been launched by the CAEATFAor are in development.
Althoughthey are not mature enough to be considered now, future
updates should examine whether these programs are producing enough
savings to be added to the analysis Assuch, the following CAEATFA
California Hub for Energy Efficiency Financing Pilot Program$2® warrant
ongoing tracking for future inclusion consideration:

0 Residential Energy Efficiency Loan Asistance Program

0 Commercial Loans, Leases, and Energy Service Agreements
Program

0 Affordable Multifamily Finance Program

126 CAEATFA.iiCalifornia_ Hub _for Energy Efficiency Financing Pilot Programso Accessed March
20109.
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CHAPTER 18;:
Behavioral and Market Transformation o)
Benchmarking

AB 802 directs the CaliforniaEnergy Commissionto create a mandatory
benchmarking and public disclosure program for certain commercial and
multifamily residential buildings; it also requires making certain building-level
energy use information available to building owners, agents, and operators upon
request.’?” The Energy Commission has proposed regulations that would
implement the benchmarking and public disclosure provisions of AB 802.

The program will assist in achieving energy savings by providing better
information about buildingsto prospective buyers or lessees, allowing policy
makers and planners to be better informed and helping energy service
companies target their services. Aslocal ordinances with requirements exceeding
the statewide requirements (for example, by requiring audits or retro -
commissioning or by including smaller buildings) become more common, energy
efficiency savings can increase!*®

Program Overview

The Benchmarking and Public Disclosure (AB 8022°) program contains provisions

requiring utilities to provide whole building energy use data access to building

owners on request and directing the Energy Commissionto develop regulations

for benchmarking and public disclosure of energy performance data for certain

buildings; these regulations are under development. Giving decision makers

access to actionable building performance data (along with a clear metric for

energy performance, such as the ENERGY STAR score in the 1$. Environmental
Protection Agencyds ENE R ¥re&pedted toRasultinf ol i o Ma
cost-effective energy efficiency improvements via behavioral, operational, and

building improvements. Mandatory statewide benchmarking first appeared in

127 An earlier benchmarking program established under Assembly Bill 1103 (Saldafia, Chapter
533, Statutes of 2007) required the owner or operator of a nonresidential building to disclose the
benchmarking information of that building to a prospective buyer, lessee, or lender.

128 San Francisco, Berkeley, and Los Angeles have local ordinances requiringoenchmarking,
reporting, and audits. The increased access to building-level energy use information provided by
AB 802 will make it easier for more jurisdictions to create local ordinances.

129 Williams, Chapter 590, Statutes of 2015.
130 ENERGY STAR. April 2019 Portfolio Manager.
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Californiain 2007 with the passage of AB 1103 (Saldafia, Chapter 533, Statutes
of 2007). AB 802 repealed this requirement. Other provisions in AB 802 shift the
way utilities provide rebates and claim energy efficiency savings by allowing
programs to encourage all energy savings using incentives, including those
resulting from a building being brought up to code 13! and energy efficiency
achieved through behavioral and operational efficiency interventions. AB 802 also
allows the Energy Commissionto receive accountlevel energy use data from
utilities.

Proposed Regulations

The Energy Commission poposed regulations that would implement the
benchmarking and public disclosure provisions of AB 802.The regulations would
require the owners of most commercial and residential buildingslarger than
50,000 square feet to report building -level energy performance information to
the Energy Commission annually, commercial buildingsbegan in 2018 and
residential with 17 or more units began in 2019. The Energy Commissionwould
publish this information on a public website. The increased availability of energy
performance information would help:

1 Potential buyers and lessees better understand buildingsthey are
considering purchasing or leasing

1 Policymakers and planners make better-informed decisions

1 Energy service companies target their services

Under the proposed regulations, local jurisdictions with benchmarking and public
disclosure ordinances would be allowed to apply to the Energy Commission for a
determination that would exempt building owners who report to a local
jurisdiction from also reporting to the Energy Commission.

Assessment and Opportunities for Improvement

Once the program has been implemented, the Energy Commission will analyze
the results and consider program enhancements, which could include:

1 Expanding the population of buildingsincluded in the pr ogramd for
example, by decreasing the minimum building size (currently 50,000
square feet).

1 Requiring action beyond benchmarking and reportingd forexample, by
requiring building owners to complete energy audits. San Francisco,

131 Prior to AB 802, utility rebate programs could claim savings only for above -code
improvements in repair-eligible equipment.
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Berkeley, and Los Angeles* all require energy audits in addition to
benchmarking. Other cities, such as Long Beach and Santa Monica,
routinely conduct energy audits for municipal buildings and operations,
but they are not necessarily required to do so by legislation .**?

Support for L ocal Programs

San Francisco, Berkeley, and Los Angeles have ordinances requiring
benchmarking, reporting, and audits. Energy savings from these early adopters
are not estimated in this report but will be considered in future updates.
Increased access to bulding-level energy use information will make it easier for
jurisdictions to create their own ordinances. As local ordinances with
requirements exceeding the statewide requirements (for example, by including
smaller buildings or by requiring audits or retr o-commissioning) become more
common, the Energy Commissiord s  coald skift from the implementer of the
statewide program to an advisor to local governments on:

1 Designing and implementing a benchmarking and disclosure program.
1 Aligning data transfer protocols with state and national standards.

1 Encouraging building owners to go beyond what is required for
compliance (benchmarking or completing an audit) to performingretro -
commissioning or implementing cost-effective improvements to buildings
and equipment.

Buildings Affected

The program will require the owners of commercial buildingslarger than 50,000
square feet and residential and mixed-use buildings larger than 50,000 square
feet with more than 16 utility accounts to report building and energy use
information to the Energy Commission annually.

Updates Relativeto  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbookto incorporate any
new program data that may be used to update the savings estimates for this
program. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings

132kW Engineering. May 4, 20[1t86.s Etnheer glya wB einrc h@mealr ikfi onrgn i af.
you need to know. 0

133 US Mayors. January 2018.fEnergy Audits T Municipal and Commercial Buildingso
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by 2030, Appendix A13 Benchmarking34 for more detail on the analysis
conducted for this program.

Method Description

The analysis team derived benchmarking program savings for SB 350using a
top-down extrapolation approach to determine the savings potential. It is not
straightforward to estimate the savings attributable to the benchmarking
program because the proposed regulations do not require building owners to
take any action to reduce energy use. The regulations would only require
building owners to report energy performance informationto the Energy
Commission. However, the increased visibilityinto building energy performance
the program provides may drive building owners and tenants to reduce energy
use, either by making behavioral and operational changes or through building
improvements.

The team used the following steps to quantify potential energy savings.

1 Quantified 10U electricity sales as a portion of statewide electricity sales'3®
to estimate the portion of statewide energy consumption in commercial
and residential buildings!36in 10U territories.

Quantified energy savings from IOU efficiency programs.3’

Divided energy savings by consumption to estimate percentage savings

from current participation in efficiency programs.

1 Assumed that participating in the benchmarking program would cause a
doubling of the savings expected from participating in 10U energy
efficiency programs for eligible buildings. The eligible buildings are those
subject to the statewide benchmarking and public disclosure program
minus the buildings already subject to a local mandatory benchmarking
and public disclosure ordinance These local ordinances have more
stringent requirements than the proposed statewide program.

1 Estimated affected floor area based on the proposed regulations; the
regulations include only commercial buildings larger than 50,000 square
feet and residential buildingslarger than 50,000 square feet with more
than 16 utility accounts.

1 Calculated consumption expected to be avoided due to the statewide
program.

= =4

134 Jones Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogerd;lena
Giyenko, and Manijit Ahuja. 2017. Senate Bjll 350. Doubling Enerqy Efficiency Savingsby 2030.
California Energy Commission. Publication Number: CE€400-2017-010-CMF.

135J ul y 1 8 Califér@idl BHectric futility Service Areaso
136 US Energy Information Admi ni st r at i on . Califarhiay Porffdio Ovehiew.70. fi

137Cal i fornia Energy Effici RoliogyPorolicadi sti cs. July 18,
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1 Multiplied the estimated savings rate by the estimated consumption in
buildings subject to the program b ut not to local programs at a 50 percent
compliance rate.

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
three scenarios:

1 Reference case: Theteam estimated savings by first aligning savings
with Energy Commission projections through 2021. Beyond 2021, an
aggregate whole building savings rate increases by 2 percent per year.
This savings rate is an aggregate rate of savings that can be expected to
be attributed to the benchmarking program. This savings rate is
somewhat lower than other recent studies 138 because of expected overlap
between programs and difficulties with attributing savings to
benchmarking as distinguished from other programs. This savings rate is
somewhat conservative compared to other studies in other cities and
jurisdictions, which show confirmed savings levels of 6 percent or higher.

1 Conservative case: The team assumed a whole-building average
savings rate of 1 percent.

1 Aggressive case: The team assumed that year-over-year savings
improvements could increase after certain durations of participation in the
program. Whole building savings are increased to 4 percent. This increase
is based on a scenario in which, given more time to assess the
opportunities suggested by benchmarking data, building owners and
operators would be better equipped to make more aggressive, more
impactful decisions, which could lead to increased energy savings.

Areas to Improve

For benchmarking and market transformation programsin general, the team
recommends more data collection and monitoring of these programs at different
stages, including the first three years, and subsequently tracking progress
throughout program maturity. This category of programs may also require extra
care to account properly for savings overlap to ensure that benchmarking and
public disclosure savings are not double counted. For the benchmarking (AB 802)
program, the team recommends the following :

138Me ng, Ting, D. Hs uMeasuarihg Bxergy \Savimgs &ddn1Bénchmdarking
Policies in New YorkCity 6 2016 ACEEE Summer Study Proceedings, Am
Energy Efficiency Economy, Washington, D.C.and Mims, Natalie, et. al. 2017. Evaluation of U.S.

Building Energy Benchmarking and Transparency Programs. Attributes, Impacts and Best

Practices Lawrence Berkeley National Laboratory, April 28, 2017.
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1 Asthe results of benchmarking and data disclosure requirements become
available, compare to initial estimates and update savings projections as
appropriate.

1 Verify the current approach to savings allocation. All savings anticipated to
be generated through benchmarking and data disclosure requirements are
currently allocated to the benchmarking program itself. In practice, much
of those savings are expected to be realized through other analyzed
programs. In particular, a high percentage of benchmarking savings are
expected to be realized through the implementation of behavioral, retro-
commissioning, and operational savings (BRO9 measures.

1 Leverage more Californiaspecific building stock data and assumptions.

113



CHAPTER 19:;
Behavioral and Market Transformation o)
Behavioral, Retro -commissioning,

Operational Savings

The idea behind BROsis to give energy customers greater accessibility to their
energy data to better understand their energy usage and to influence them to
become more energy efficient. Energy customers can accomplish these goals
through energy efficiency improvements such as purchasing more efficient
technologies or by changing behavior that affects building energy usage,
including shifting appliance and equipment use to off -peak hours'* and turning
off energy measures when not needed. Changes in behavior have been shown to
provide quantifiable effects on energy consumption.

Retrocommissioningis checking that equipment was installed correctly, like the
ducts of an HVAC system. It helps discover ways to capture energy savings in
existing buildings. Operational savings improve the operation of the equipment
of a building by offering certificatio ns and training. Effective building operations
have a significant effect on energy use for multifamily and commercial buildings.

Program Overview

The BROscategory consists of energy efficiency measures that achieve energy
savings through behavioral, retro-commissioning, and operational savings as
defined in the 2018 PG study*° BROsprograms target changes that result in
energy savings (for example, changes in thermostat setpoints) and
improvements that result in accomplishing the same work more efficiently (for
example, space cooling) or reduce/eliminate energy use without relying on
installing new energy efficient technologies.

BROsaffect all market sectors depending on the specific program target. Existing
buildings are targeted more than new construction, where operational changes
can result in energy savings without requiring expensive retrofits or equipment
upgrades.

139 Load shifting such as pre-cooling may save energy, too.

140 Navigant Consulting, Inc. 2017. 2018 Enerqy Efficiency Potential and Goals Study California
Public Utilities Commission.
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Updates Relative to  Previous Stud y

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbook to incorporate any
new program data that may be used to update the savings estimates for this
program. Refer to the 2017 Senate Bill 350. Doubling Enerqy Efficiency Savings
by 2030 report, Appendix A14 BROS*! for more detail on the analysis conducted
for this program.

Method Description

The team performed a top -down extrapolation approach using the following
energy savings analyss to attribute to BROsmeasures. This analysis assumed no
gas savings from POU programsbecause almost all POUs (includingthe Los
Angeles Department of Water and Power, LADWP, and SMUD) provide electricity
only.**2 For POU electricity savings, the analysisconsisted of the following:

1 This analysis assumed no savings fromBROsprograms until 2018 because
most of the POUSs (including the two largest, LADWP and SMUD) ¢ not
yet have many BROsprograms; examples of these programs include
building energy management and information systems ( BEIM3143 or
business energy reports (BERs)14

1 For 2018 and 2019, this analysis assumed savings from home energy
reports,14° building operator certification (BOC)!® and industrial strategic

141 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, @thia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350. Doubling Enerqy Effiaency Savings by 203Q
California Energy Commission. Publication Number: CE€100-2017-010-CMF.

142 The City of Palo Alto Utilities (CPAU) provides gas, but this utility is relatively small. For
exampl e, CPAUGs electricity s aings (Egesgy EBffeieneyinup 1 per cent
Public Power, 2017), so roughly 0.25 percent of statewide savings.

143 BEIMS are monitoring and control systems that provide information on the performance of
some or all energy-using equipment in a building. The BEIMS software allows for changing
energy consumption and operation of equipment based on the data collected.

144 BERs are the commercial sector equivalent to home energy reports. Busines®s receive
reports about their energy use including comparisons to similar businesses, tips to reduce energy
use, and messaging about rewards or incentives.

145 Home energy reports are the most prevalent behavioral intervention program. Utilities mail

reports to residential customers that provide feedbac
comparison to similar neighbors, tips to improve energy efficiency, and messagng on rewards

and incentives.

146 BOC is an energy efficiency training and certification offering to commercial building
operators.
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energy management (SEM)147 which aligns with the POUP ot ent i al Study
assessed program list*®
1 For 2020-2030, the analysis assumed that all POUBROsprograms would
have similar savings as IOUBROs adjusted for population 8 multiplied by
0.33 based on 25 percent of the population in POU territories and 75
percent in 10U territories. 14°

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
reference, conservative, and aggressive scenarios.

1 Reference case: This analysis identified savings from POU programs
using the same BROsmeasures as the 2018 PG study, as described
above.

1 Conservative case: The conservative scenario reduced savings from all
programs compared with the reference scenario by 50 percent by 2029,
starting from 2021. This scenario reflects the possibilitythat BROsenergy
savings will decline per customer in the future because other SB 350
initiatives will reduce total energy use.

0 Assumed the same savings as the reference scenario from 2015 to
2020 because many SB 350initiatives are projected to be ramping
up until 2020.

0 By 2029, assumed that savings would be 50 percent of the energy
savings from the BROsreference prediction for 2029. Using
industry judgement, t his analysis selected 50 percent to represent
the lower limit of what was considered feasible for reduced energy
savings opportunities for BROs

0 Developed a smooth curve for energy savings from 2021 through
2029 using the difference in BROsfrom 2021 through 2029 and
dividing this value by 10 years.

1 Aggressive case: This analysis identified the following:

0 For the POUs, this analysis assumed thatBROswould increase at
the same rate as IOU BROs For each year, the team took the ratio
of IOU savings under the aggressive scenario to IOU savings in the

147 SEM is a longterm, continuous improvement process that educates and trains energy users
to develop and execute on energy goal setting and integrating energy management into business
practices.

148 Sathe, Amul (Navigant), Wikler, Greg (Navigant), Cullen, Gary (Anchor Blue LLC), Penning,
Julie (Navigant) Publicly Owned Utility Electricity Savings Projections California Energy
Commission. 2018.

149 Nicolas Chaset. May 10, 2017. Customer and Retail Choice in California CPUC.
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reference scenario and multiplied this ratio by BROsfrom POUs
under the reference scenario.

0 Additional savings from home energy reports (beyond the 2018 PG
savings) from increasing the penetration rate by an additional 12.5
percent statewide (from 37.5 percent to 50 percent) through a
smaller control group.

Areas to Improve

For market transformation programs in general, the team recommends more
data collection and monitoring of these programs at different stages, including
the first three years, and subsequently tracking progress throughout program
maturity. This category of programs may also require extra care to account
properly for savings overlap to ensure that other programs or savings reductions
are not double counted. For the BROsprogram, the team recommends the
following:

1 AsBROsmeasures become more widely available, update market
penetration estimates as appropriate.

1 Refine assumptions on program implementation and uptake rates, as
several of the potential BROsefficiency measures are now available in
California.

1 Collect more data on IOU and POU programs with measures pertaining to
BROsimplementations.

1 Changethe analysis if programs become part of the utility program
savings portfolio.
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CHAPTER 20:;
Behavioral and Market Transformation o)
Energy Asset Rating

The CaliforniaEnergy Commissiord Bxisting Buildings Energy Efficiency Action
Plan calls for standardized energy asset ratings for residential and nonresidential
buildings.**® An asset rating is a method of quantifying the efficiency potential of
a building itself, independent of the number of occupants and their behavioral
choices. By including an asset rating as part of real estate listings or information
for a building owner, one can factor the behavior -independent energy costs of a
building into the decisions and amend the behavior to achieve the full energy
efficiency potential. Several factors affect the underlying efficiency potential:

1 Envelope

1 Heating, cooling, ventilation, and hot water systems of a building

1 Installed lighting and major appliances

1 Anyoffsetting electrical power produced by onsite renewable systems

Energy savings that can be directly attributed to an energy asset rating are
behavioral, whereas any measures implemented due to knowing and acting on
the rating are attributable to that specific program.

Program Overview

The Energy Asset Rating program consists of two similar but separately funded
programs: the California Home Energy Rating System (HERS) Whole House
program and the Nonresidential Energy Asset Ratingprogram (a potential
program not yet established). Both programs are designed to determine an asset
rating of new and existing buildings that measures building performance
decoupled from operational details such as operating hours and building controls.
Energy asset ratings characterize the major energy uses of the building through
surveying and energy modeling. The program also provides some level of
information on recommended efficiency measures to improve building
performance.

While the HERS Whole Houseprogram has been active for several years, the
Nonresidential Energy Asset Rating program completed a pilot phase buthas not
been fully rolled out to the marketplace. The rating aspects of the HERS program

150 California Energy Commission. 2016 Existing Buildings Enerqy Efficiency Action PlanUpdate -
Final. Strateqy 1.4, Adopt Uniform Asset Ratings to Compare Building Properties December
2016.
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are assumed to be captured in existing demand forecast estimates; therefore,
the HERS savings are not included in the SB 350 incremental savings for the
reference case The measure-specific aspects of HERS such as duct sealing and
other tests are included in the Title 24 program estimates.

There are national programs, such as the American Society of Heating,
Refrigerating and Air-Conditioning EngineersdBuilding Energy Quotient (eQ)
program, and Ireland, Portugal , and other countries have developed and
implemented programs to develop asset ratings for commercial buildings.

Nonresidential Energy Asset Rating

To achieve greater energy savings in existing residential and nonresidential
buildings, the Energy Commission as part of A ssembly Bill 758 (Skinner, Chapter
470, Statutes of 2009),** developed and implemented a pilot program in 2012 to
develop a protocol for asset ratings. The program had several goals:

1 Rate the inherent energy efficiency of the envelope, lighting , and HVAC
systems of the commercial building relative to code and existing
commercial building stock.

1 Provide a metric relating to the financial implications of the energy
efficiency of the building.

1 Communicate the importance of net-zero-energy buildings as a reference
point for Californiabs energy policy

1 Communicatethe potential of a building for an improved energy efficiency
infrastructure by comparing performance to other buildings of similar type
and location.

1 Be areasonably priced rating for building owners to obtain .

The program complements an operational rating, such as ENERGY FAR
ENERGY STARases ratings on actual energy performance (bills), while the
Nonresidential Energy Asset Rating is intended to normalize for operational
effects and provide insights to relative building performance and potential energy
efficiency capital improvement projects. The team estimated savings for Energy
Asset Rating to be a small percentage of the entire building sector; as such, any
overlap with benchmarking savings is assumed negligible.

A key distinction between energy asset ratings and other efficiency programs is
that onsite PV and cogeneration systems could be considered an assetbecause
they provide persistent savings. For this estimate, the analysis considersonly
energy efficiency aspects; however, the program may have additional benefits.
The Energy Commission suspended theNonresidential Energy Asset Rating

151 AB 758, Skinner,Chapt er 470, S tEadragy Awiso of 2009. i
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program after the pilot due to funding availability , but it shows promise and is
well-aligned with other programs and Energy Commission goals.

The Nonresidential Energy Asset Ratingprogram would affect most commercial
building types, except for some buildings with process loads, including labs, data
centers, and likely refrigerated warehouses, grocery stores, and hospitals. Mixed-
use buildings could fall into the scope but would req uire additional research to
define adequately the reference pointand the required buildinginputs. Table 12
shows the planned scope of the Nonresidential Energy Asset Ratingprogram.

Table 12: Proposed Nonresidential Energy Asset Rating Building Type
Classification

Use Existing Use Modified New

_— DOE DOE Model ing

Proposed Building Types Reference Reference Prototype
Building Building Required

Large Office X
Medium Office X
Small Office X
Data Processing/Computer Center X
Lab/R&D Facilty X
Quick Service Restaurant X
FullService Restaurant X
Bar/T avern/Nightclub/Similar X
Supermarket X
Convenience Store X
Standalone Retalil X
Strip Mall X
Refrigerated Warehouse X
Uncondiioned Warehouse X
Conditioned Warehouse X
Small Hotel X
Large Hotel X
Primary School X
Secondary School X
Colege or University X
Religious Assembly X
Health/Fitness Center X
Theater/Performing Arts X
Library/Museum X
Conference/Convention Center X
Other Recreational/Public Assembly X
Service X
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Use Existing Use Modified New
_— DOE DOE Model ing
P Buil T

roposed Building Types Reference Reference Prototype
Building Building Required

Assembly/Light Mfqg. X

Police/Fire Stations X

Source:Crowe,EIl | i ot , et . al. 2012. Californiaés Commerci al Building En

Approach and Design Considerations, ACEEE 2012 Summer Study Proceedings.

The program would exclude some buildings because of the lack of available
protocols necessary to establish the 100-point reference on the scale. The
precise scope of the program would depend on the willingness of the different
building sectors to embrace the rating program.

Using a cross-reference comparison between the IEPR building stock and the
included building type, the commercial asset rating program would affect an
estimated 90.7 percent of commercial building stock greater than 50,000 square
feet. The team used this estimate to normalize savings against AB802 program
savings. The analysis applied asimilar area estimate to the building stock less
than 50,000 square feet, which applies to the asset ratings program but not the
ABB802 regulation.

Residential Energy Asset Rating

The HERS program consists of two functions: to provide a certified authority to
perform field verification of code requirements for Title 24 new construction, and
to conduct the necessary field data gathering and energy modeling to generate a
whole-house rating for the building. Because the whole-houserating element is
voluntary and not required for new construction or for existing buildings or at the
time of sale, the team expects the participation rate for the rating aspect to be
low. The benefits of HERS field verification for building attributes such as du ct
sealing, air leakage tests, and HVAC system tests are assumed wholly
incorporated in the Title 24 program benefits.

For this analysis, a participation rate for residential ratings, combined with the

energy savings level, is estimated to be 50 percent of the participation rate for

commercial energy asset rating programs. If the Energy Commission modified

the programto require ratings in the future, the participation rate would be

higher. With the lack of available data, the analysis estimates the savings rate

per building in the same manner as the commercial asset rating program

described above, combinedwitht he Ener gy Commi ssi onds bench
assumptions and calculations

The HERS programaffects only newly constructed single-family buildings.
Through interviews with HERS raters, the analysis team determined that the
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whole house rating is not typically performed for existing buildings, even at time
of sale.

Updates Relative to  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated program workbookto incorporate any
new program data that may be used to update the savings estimates for this
program. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings
by 2030report, Appendix A15 Energy Asset Rating®? for more detail on the
analysis conducted for this program.

Method Description

The team performed a top-down extrapolation approach using the following
calculations and assumptions to project the energy savings potential from 2015
through 2029:

1 Determined the floor area applicable to the Energy Asset Ratingprogram
by analyzing the existing building stock by end use and comparing it to
the total buil ding stock us@&@dpragnamt he Ener
assumption. This determination results in an estimated 90.7 percent of
the building stock applicable to the asset ratings.

1 Assumed the weighted average building stock EUI matches the AB 802
program assumptions.

1 Identified affected building types and building stock. The estimate
includes office, retail, restaurant, warehouse, school, and hotel buildings
and excluded high-rise residential, grocery, hospital buildings, and other
buildings with significant process loads (labs, data centers).

1 Collected the distribution of nonr esidential floor area by building type and
size from the 2012 CBEC$®3 to determine what fraction of floor area by
building type is expected to be contained within buildings larger than
50,000 square feet.

1 Extracted nonresidential building electricity and gas EUls from the
CEUS To account for the age of the CEUS data,the team updated the
values according to the ratio of energy use data captured by the 2012
CBECS and 2003 CBEC® for each combination of fuel and building type.

152 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Publication Number: CE€400-2017-010-CMF.

153 U.S. Energy Information Administration. 2012. 2012 CBECS Survey Data
154 ltron. California Commercial EndUse Survey May 2017.
155 US Energy Information Administration. 2003. 2003 CBECS Survey Data
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1 Assumed for buildings larger than 50,000 square feet, for which
benchmarking and data disclosure will be required by AB 802, that
Nonresidential Energy Asset Rating would increase ENERGY STAR
predicted savings by 50 percent. (The assumption is that savings would
increase but at a diminishing rate because ofbenchmarking data already
being available.)

1 Assumed for buildings between 25,000 square feet and 50,000 square
feet that Nonresidential Energy Asset Rating would be the only form of
benchmarking and estimated savings equivalent to -predicted savings.

1 Calculated that the savings rate for the commercial building stock due to
asset ratings will be 50 percent of the savings rate of AB 802.

1 Calculated that the savings rate for the commercial building stock not
subject to AB 802 will be twice that of the buildings that overlap with AB
802.

1 Assumed only new construction residential building stock is applicable for
the HERS program, as there is no established process in place for linking
ratings to time of sale or other existing buildings.16

1 For residential ratings, estimated an average EUI of 29 kBtu/ square feet

for California single-family construction>7 distributed to 80 percent

electricity and 20 percent gas.

Assumed a 2 percent program uptake rate for the full market pot ential.

Assumedthe savings rate effectively incorporates the overlap between

asset ratings and other programs.

= —a

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
reference, conservative, and aggressive scenaros.

1 For all scenarios: The team assumed that the building types affected do
not include restaurants, grocery, refrigerated warehouses, and hospitals,
adjusting the total building stock to 90.7 percent of the AB 802
commercial building stock. The aggregate building EUI across the building
stock matches the En882agsymptibosmmi ssi onds AB

1 Reference case: Theteam applied similarassumptions to the AB802
analysis for savings rate across the building stock. The asset ratings
program complements the AB 802 benchmarking program, so the savings
rate for buildingsthat overlap with AB 802 (greater than 50,000 square
feet, affected building types) is assumed to be 50 percent that of AB 802
for the reference case. For buildingsless than 50,000 square feet where

156 Interview with Brian Selby, experienced HERS rater with in-depth knowledge and experience
at the building department level.

157 Energy Information Administration. 2 0 0 Housefiold Energy Use in California 0
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there is no overlap, the saving rate (percent age) per square foot of
building stock is assumed to be equal that of AB 802. The team assumed
a 2 percent per year uptake inthe program savings due to increased
adoption and more effective realization of program savings through
implementing capital improvement projects. For HERS wholehouse
ratings, to estimate savings potential for the rating itself independent from
Title 24, Part 6 code requirements, the team assumed an effective
penetration rate that in creases at 2 percent per year beginning in 2018.

1 Conservative case: The team assumed that the uptake rate reduces
from 2 percent to 1 percent year over year to reflect a more conservative
adoption rate. Moreover, the program savings are not expected to begin
until 2020, as opposed to 2018 for the reference case. The conservative
case reduced the implementation rate for HERS ratings as well. For
residential ratings, the team reduced the penetration rate.

1 Aggressive case: The team assumed there is a 5 percent per year
uptake in the program savings because ofincreased adoption and more
effective realization of program savings through implementing capital
improvement projects. The team assumed that the savings rate for
buildings applicable to the asset rating program is 75 percent of the AB
802 savings rate. For residential ratings, the team increased the
penetration rate.

Areas to Improve

For market transformation programs in general, the team recommends more
data collection and monitoring of these programs at different stages, including
the first three years, and subsequently tracking progress throughout program
maturity. This category of programs may also require extra care to account
properly for savings overlap to ensure that benchmarking and public disclosure
savings are not double counted. For the Energy Asset Rating program, the team
recommends the following:

1 Compare any collected data to initial estimates and update savings
projections as appropriate.

1 Determine the likelihood and timeline that the Nonresidential Energy Asset
Rating program will be imple mented.

1 Establish a procedure to link asset rating scores with voluntary efficiency
upgrades driven by this program.

1 Collaborate with stakeholders from the real estate market to address

known concerns and identify potential issues and resolutions.

Determine if asset ratings will have an effect on property valuation.

Determine how receptive the building owners are to applying building

asset ratings to their building stocks.

= —a
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CHAPTER21;
Behavioral and Market Transformation o)
Smart Meter and Controls

Utilities have begun using advanced metering infrastructure (AMI) 158 to enable
two-way communications with their customers. Numerous aspects of AMI can
contribute to energy savings, including smart meters. The smart meter can
communicate through the internet with devices in the building that are
connected as part of the Internet of Things (IoT). 15° For example, the air
conditioner can be sent a signal to operate minimally when the electricity rates
are above a threshold, or the clothes dryer can be set to run a s soon as the
electricity rate drops below a desired level. This communication would result in
load shifting and energy savings.

Although smart meters have been widely installed across California, they have
not been the focus of specific energy efficiency programs, and much of the
related potential remains unrealized.112 Most of the energy savings from using
smart meter data are captured in the other behavioral and market
transformation programs (benchmarking, BROs, and energy asset ratings) The
focus of this section is automating appliances and other loads in a building by
communicating with a smart meter.

Program Overview

The smart meter and controls program is intended to use the smart meters
installed in Californiato encourage reduced energy consumption by providing
consumers with real-time information on the costs associated with energy
consumption. As energy is reduced during peak-load periods, some of the load
may be shed to lower periods, saving the consumer money and saving energy
consumption via a direct (loT) or otherwise-connected device. Smart meters can
be installed on electric, gas, and water meters.

While not an established program, supporting evidence suggests that
implementing a smart meter and controls program can result in energy savings.
As of 2015, more than 80 percent of meters in California are listed as AMI

158 AMI is a system that integrates the end-user smart meters to communication networks,
allowing for two -way communication between utilities and customers. AMI also enables collecting
consumption data at the sub-hourly level.

159 IoT is the two -way interconnection between devices and internet-based services.
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electricity meters. These meters enable variable rate structures, demand
response, and improved customer feedback and control 160

As the smart meter market develops, feedback can include historical baseline
information and control energy consumption ina way that reflects the time -
dependent valuation (TDV)161 of the energy consumed. This communication will
be automatic, but the decision-making will initially be made by the consumer
rather than the utility. Utilities have chosen to offer incentives for consumer
adoption through programs to encourage reduced demand peaks, lower overall
energy consumption, and lower overall TDV for the consumption profile. PG&E
encourages peak reduction through its SmartRate rate plan,12 with an incentive
of lower overall rates predicated on the consumer reducing electricity usage on
certain days of peak demand; the utility is limited to selecting 15 peak demand
days per year.163

Smart meters are effectively the enabling technology needed to create
behavioral programs, meaning there is potential for substantial overlap with the
BRGs program. For this reason, the team has adopted a narrow interpreta tion of
smart metering: the employment of a direct (loT) or otherwise-connected
device. Energy efficiency opportunities that involve semi active or ongoing
participant decision-making fall outside the scope of this definition (such
opportunities are included in the BROs program). Furthermore, as part of this
analysis, the team considered only smart meter-based interventions that reduce
energy consumption (not interventions that only shift demand).

Residential buildings are candidates for smart meter savings because they
generate a relatively high level of discretionary energy consumption. There is an
opportunity for smart meter savings in nonresidential buildings as well. For
example, a facility manager may choose to reduce light levels when the energy
cost crosses a threshold, even if there is not a demand-response event
occurring.1%4 In some cases, building automation system controls may facilitate

160Wal t on, Robert. Didow & melnt etersAre CRaflging Enerdy Efficiency in
California. @/ility DIVE.

161 TDV is a metric to incorporate nonenergy impacts into the cost of energy during a given hour
of the year. The resulting TDV aligns energy savings for the end users with the cost to produce
and deliver energy to consumers.

162PG&ELeafr n About 6SmartRatekE

163 P G & EDisco¥er SmartRae: Determine If SmartRate Is Right for You. 6 Accessed
2017.

164 A demand response event is when a utility or an electric grid system operator makes a call
to reduce demand during a particular time window. Typically, participants are actively enrolled in
a program to receive notice of an event.
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action that enables automated smart meter savings; in other cases, building
automation system capabilities may determine the necessary efficiency
intervention without the need for smart meter input.

Updates Relativeto  Previous Study

The analysis team did not change the method from the previous study. The
Energy Commission can use the updated progam workbookto incorporate any
new program data that may be used to update the savings estimates for this
program. Refer to the 2017 Senate Bill 350: Doubling Energy Efficiency Savings
by 2030 report, Appendix A16 Smart Meter and Controlst®® for more detail on the
analysis conducted for this program.

Method Description

The team performed a top -down extrapolation approach using the following
calculations and assumptions to projectthe energy savings potential from 2015
through 2029.

1 Evaluated smart meter and controls potential for buildings of all types and
sizes. The source of expected energy savings isreduced consumption
associated with the automatic response of 10T or otherwise connected
devices to smart meter feedback.

1 Extracted floor area data by building type from the IEPR building stock
data. For multifamily buildings, IEPR data capture the number of
households. To convert the number of multifamily households, the
analysisteam used the same assumptions as the 2016 impact analysis
report: 166 26 percent of multifamily building types are high-rise units with
a floor area of 1,248 square feet; the remaining households are contained
within 6,960 square feet, two-story, eight-dwelling buildings (870 square
feet per unit). For single-family homes, 45 percent are assumed to be
2,100 square feet, and 55 percent are assumed to be 2,700 square feet.

1 Extracted commercial building electricity and gas EUIs from the CEUS!%’
To account for the age of CEUS data, the team updated values according
to the ratio of energy use data captured by the 2012 CBEC%® and 2003

165 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manjit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Pulication Number: CEG400-2017-010-CMF.

166 NORESCO; Nittler, Ken./mpact Analysis: 2016 Update to the California Energy Efficiency
Standards for Residential and Nonresidential Buildings 2015.

167 ltron. May 2017. California Commercial EndUse Survey

168U. S. Energy I nformati o2012 EBE®@S BurveytDatad i o n . 2012.
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CBECS®° The analysis calculated ratios for each combination of fuel and
building type.

1 Extracted residential building electricity and gas EUIs from the California
statewide RASS for 2009170

1 Made assumptions due to the lack of data availability related to the
potential for smart meter s and controls, as well as the general indication
that demand and time -of-use response interventions are the focus area
for the technology .

0 Energy savings from smart meter and controls will not begin to be
realized until 2020.

0 Approximate savings will increase to about 0.5 percent for
electricity and 0.25 percent for natural gas for five years then
flatten out after that. A logarithmicfit is applied to determine
savings by year.

0 Starting in 2020, an additional 2 percent of buildings will begin to
realize savings via smart meters and controls each year.

1 The team assumed one year for the EUL of real-time programs, so
cumulative savings were the same as annual savirngs.

1 Reattime feedback affects primarily electricity savings becauseCal i f or ni ads
AMI infrastructure has been installed for electricity. However, some
electricity savings measures can provide small ancillary gas savings. The
team used the 2018 PG assumptians for gas savings for the two programs
included in that study: zero for the in-home display program and 1.5
milliontherms by 2029 (under the reference scenario) for the Web-based
portal program.

The team analyzed energy savings attributed to smart meter and controls based
primarily on results from the BROs program. This analysis delineated energy
savings that have been captured by the 2018 PG study, which are assigned to
the additional achievable energy efficiency baseline, from the energy savings that
can be counted as incremental for SB 350.

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
reference, conservative, and aggressive scenarios.

1 Referenc e case: This analysis assigned 2018 PG reference savings from
IOU real-time programs to the baseline forecast. The 2018 PG study
includes two residential programs: in-home display real-time feedback and
web-based portal real-time feedback. For the SB 350incremental savings,

169U. S. Energy I nformati 02003 SBE®S BurveytDatad i o n . 2003. fi
170 DNV-GL. 2010. California_Statewide Residential Appliance Saturation Study
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the team added savings from POU programs based on the assumption
that POUs would launch similar realtime programs as the IOUs beginning
in 2019.

O For 2019 through 2029, this analysis a
were the same as the | O Urstrdcommissioning savings, adjusted
by populationd multiplied by 0.33 based on 25 percent of the
population in POU territories and 75 percent in IOU territories. 171

0 The team did not include other real -time programs (beyond those
in the 2018 PG study) because of the potential for overlap with
other residential behavioral programs or overlap with commercial
BRGs programs.

1 Conservative case: This analysis modeled reattime measures that
reduce energy savings through conservation efforts such as reducing
hours of operation and changes in setpoints (for example, higher
temperature setpoints for air conditioning). Asother SB 350 measures
increase energy efficiency, operational energy declines and the energy
savings from real-time measures declines. The team considered how real-
time measure savings would decline in the future as follows:

0 Assumed the same savings as the reference scenario from 2015 to
2020, when other initiatives are projected to be ramping up until
2020.

0 Assumed that savings would be 50 percent of the energy savings
from the reference prediction for real -time programs through 2029.
This analysis selected 50 percent using industry judgement to
represent the lower limit of what the team considered feasible for
reduced energy savings opportunities.

0 Developed a smooth curve for energy savings from 2021 through
2029, using the difference in real -time savings from 2020 through
2029 and dividing this value by 10 years.

1 Aggressive case: This analysis assigned 2018 PG aggressive savings
from the two IOU r eal-time programs to the additional achievable energy
efficiency baseline. For the SB 350incremental savings for the POUSs, this
analysis assumed that smart meter savings would increase at the same
rate as IOU smart meter savings.

0 Calculated for each year the ratio of IOU savings under the
aggressive scenario to IOU savings in the reference scenario and
multiplied this ratio by smart meter savings from POUs under the
reference scenario.

171 Chaset, Nicolas. CPUC. May 10 2 0 Customeriand Retail Choice in California 0

129


http://energy.nv.gov/uploadedFiles/energynvgov/content/Programs/TaskForces/2017/Agenda%20item%204%20-%20California%20Presentation.pdf

0 Added the savings from enhanced smart meter programs based on
a meta-analysis conducted by the American Council for an Energy
Efficient Economy (ACEEE)The ACEEE study estimated savings
from advanced metering initiatives that provide real -time feedback,
through either an online portal or an in-home display.1’2 The
savings documented in the ACEEE study from reattime feedback
programs (4 percent to 7 percent) were higher than the savings
estimated for the real -time programs in the 2018 PG study (about 1
percent to 2 percent).

0 Incorporated enhanced billing with household -specific information
and advice (to achieve an average of 4 percent savings) to achieve
additional savings with smart meters. Additional savings may occur
from Web-based energy audits with information provided on an
ongoing basis (to achieve an average of 7 percent savings).13

0 Because Californiahas a mild climate compared with the rest of the
United States (including a lower cooling load), the team assumed 3
percent savings total from AMI real -time feedback.

0 Because the 2018 PG assumed 1o 2 percent savings from real-
time feedback programs, the team assumed an incremental savings
of 1 percent. For participation assumptions, the team used the
2018 PG assumption for irhome display programs of 4 percent
because this is more conservative than the assumption of 10
percent for online portals.

0 The team assumed average household electricity use of 6,296
kWh/year based on the California statewide RASS for 2009. This
average use is used to estimate AMI savings for aggressive case.

Areas to Improve

For market transformation programs in general, the team recommends more
data collection and monitoring of these programs at different stages, including
the first three years, and subsequently tracking progress throughout program
maturity. This category of programs may also require extra care to account
properly for savings overlap to ensure that benchmarking and public disclosure
savings are not double counted. For this program, the team recommends the
following:

172 Ehrhardt-Martinez, Karen, Kat Donnelly, John Laitner. 2010. Advanced Metering Initiatives
and Residential Feedback Programs.: A MetaReview for Household Electricity- Savings
Opportunities. ACEEE. Report Number: E105

173 Meng, Ting, D. Hsu and A. Han 2016. fiMeasuring Energy Savingsfrom Benchmarking
Policies in New York City &016 ACEEE Summer Study ProceedingsAmerican Council for an
Energy Efficiency Economy, Washington, DC.
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As the program is developed and implemented, compare any collected
data to initial estimates and update savings projections as appropriate.
Take steps to isolate savings automatically generated through this
program from those resulting from benchmarking and data disclosure
requirements.

Refine assumptions on program implementation and uptake rates, as
several potential smart meter and controls efficiency measures are not
available in California.

Collect more data on IOU and POU programs with measures pertaining to
smart meter and controls implementations.
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CHAPTER22;
Behavioral and Market Transformation o)
Fuel Substitution

In 2019, few utility fuel substitution programs exist. Fuel substitution can include
measures for space heating, water heating, clothes dryers, and possibly
additional residential and nonresidential measures. The requirements of SB 350
allow measures such as appliance electrification, which is substituting a natural
gas appliance with an electric appliance. Advances in heat pump technology have
made substituting natural gas with electricity for heating systems more viable
and offer increased efficiency compared to traditional resistance heating devices
such as electric clothes dryers. Most buildingsin California use natural gas for
water and space heating. Substituting natural gas with electricity -consuming
devices could reduce energy consumption and GHG emissions.

Program Overview

The fuel substitution category captures energy savings that can be achieved at
the site level by substituting one utility -supplied fuel for anotherd substituting
electricity for natural gas or vice versa. Because it is not anticipated that
substituting natural gas for electricity would result in net site energy savings
given that the energy consumption level may remain the same, electrification will
be the main area of focus for this program.

For this analysis, the savings are reduced site energy usage for any commercial
or residential new construction or retrofit project by replacing existing natural
gas-powered equipment with electrical equival ents. Because there is no specific
program in place, the current approach is to not limit the potential savings to any
particular building sector or funding mechanism (grants, standard loans, no
interest loans, on-bill financing, and so forth).

Updates Rel ativeto Previous Study

The team did not change the method from the previous study , but changes will
occur in future CaliforniaEnergy Commission analysis The Energy Commission
can use the updated program workbook to incorporate any new program data
that may be used to update the savings estimates for this program. Refer to the
2017 Senate Bill 350. Doubling Energy Efficiency Savings by 2030-eport,
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Appendix A17 Fuel Substitution'’ for more detail on the analysis conducted for
this program.

Method Description

The analysisteam derived program savings using a top-down extrapolation. The
team estimated the energy savings potential for a statewide fuel substitution
program by analyzing the additional natural gas heating load that is expected to
be added to the utility grid from 2018 through 2029. Based on data presented in
Pal o Al too6s EI e c,t’the feamceatimaten the filictionlof tHsl a n
additional natural gas load that would serve space- and water-heating needs.
The team assumed that, on average, a fuel substitution program would replace
80 percent efficient natural gas combustion equipmentwith 3.0 coefficient of
performance (COP heat pump equivalents. 176 The team assumed that a fuel
substitution could affect 10 percent of the new constru ction (residential and
nonresidential) market moving forward, starting in 2018. Because electrification
replaces natural gas load with electricity load, the net effect is a decrease in
natural gas consumption and a corresponding increase in electricity consumption
(although, based on the efficiency assumption, a net reduction in both site and
source energy is expected).

While the team anticipated pursuing a bottom -up energy modeling analysis,
subsequent investigation revealed that energy modeling was not li kely to result
in a substantially more accurate savings estimate. While energy modeling could
provide a slightly more accurate indicator of seasonal performance for heat
pump technology and better predict the variation in the fraction of natural gas
use that could be offset for each combination of building type and climate zone,
the effect of such refinements would be statistically insignificant compared to the
effect of relevant market uptake assumptions. The Energy Commission will
develop a bottom-up approach for fuel substitution impacts in the next iteration
of SB 350 savings forecast

Two key questions determine potential market impacts:

1. Would an electrification program target existing buildings or only new
construction?

174 Jones, Melissa, Michael Jaske, Michael Kenney, Brian Samuelson, Cynthia Rogers, Elena
Giyenko, and Manijit Ahuja. 2017. Senate Bill 350: Doubling Enerqy Efficiency Savings by 2030
California Energy Commission. Plication Number: CEG400-2017-010-CMF.

175 Palo Alto City Council. 2015, Fuel Switching/aka Electrification. City of Palo Alto.

176 Federal standard efficiency for a gas furnace is 80 percent. High efficiency furnaces are 95
percent. A 3.0 COP heat pump is a high efficiency unit.
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2. What fraction of the target market could be expected to implement
electrification through 2029 ?

The team assumed that major fuel substitution efforts would be limited largely to
new construction because of potential infrastructure limitations for retrofit cases.
Analysisscaled back the market penetration assumption, delaying any
penetration until 2020 and then ramping up gradually to 10 percent penetration
(for the reference case) through 2029. The analysis team did not conduct market
analysis to verify the electrification penetration but recommends it for future SB
350 updates.

Forecasting Scenarios

Based on this information, the team made the following assumptions for the
reference, conservative, and aggressive scenarios.

1 Reference :This case assumes that fuel substitution programs would
affect residential and nonresidential new construction starting at a
penetration rate of 1.5 percent in 2020 and ramping up linearly to a rate
of 13.5 percent through 20 29.

1 Conservative : This case assumes that fuel substitution programs would
affect residential and nonresidential new construction starting at a
penetration rate of 0.5 percent in 2020 and ramping up linearly to a rate
of 4.5 percent through 2029 .

1 Aggressiv e: The aggressive case assumes that fuel substitution
programs would affect residential and nonresidential new construction
starting at a penetration rate of 2.5 percent in 2020 and ramping up
linearly to arate of 2 2.5 percent through 2029.

Areas to Impr ove

The team recommends more data collection and monitoring of these programs at
different stages, including the first three years, and subsequently tracking
progress throughout program maturity. For this program, the team recommends
the following:

1 Define fuel substitution more clearly to determine what types of projects
should be included. For a program or project to fall under the category of
fuel substitution, does a natural gas configuration always define the
reference cost case? If a project can qualify for a utility rebate by
comparing high-efficiency heat pump equipment against an electric
baseline (by indicating that natural gas is not available onsite), would it
then be ineligible for consideration as a fuel substitution project?
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Conduct further research on cost-effectiveness and establish an
appropriate baseline for the existing penetration of natural gas or
electricity.

When fuel substitution programs start to achieve traction throughout the
state, update the market penetration assumptions a s appropriate.

Refine assumptions for efficiency improvement and fraction of natural gas
load offset as data become available.

Include retrofit savings potential.
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CHAPTER 23:
Sector 0 Industrial and Agricultural

The industrial and agricultural sectors represent a large opportunity for energy
savings through energy efficiency measure deployment. These sectors use a
large amount of energy and are often underserved by utility energy efficiency
programs. This chapter identifies the gap that exists inthe market between what
utilities are achieving and what could be achieved through additional program
activity.

Program Overview

California, if it were a country, is the fifth largest economy in the world .*"’
Manufacturing and other industrial production play a major part in maintaining
Californiads economic success, contributing
domestic product.1’8 California leads the United States in electronics and
computer manufacturing.'”® The industrial sector has diverse customer types,
sizes, and operations. Industries in this sector include oil refineries, oil and gas
extraction industries, printing plants, plastic injection molding facilities,
component fabrication plants, lumber and paper mills, cement plants and
guarries, metal processing plants, chemical industries, assembly plants, water
and wastewater treatment plants, and food processing, among others. Over the
past two decades, the composition of industry in California has been changing,
with a decrease in heavy manufacturing and energy-consuming industries and
increase in light manufacturing and less energy-intensive industries.1€0

I n spite of the decrease in heavy industry,
about 15 percent of electricity and 38 percent!8! of natural gas consumption
statewide. This sector has significant untapped potential for energy savings. A

177 Business Insider.2 0 1 46 mirfl-b | owi ng f acts about. &aiformafiscat ni ands ec
about $2.9 trillion gross domestic pro duct.

CBS News.2018. fiCalifornia now has the world's 5th largest economy. 0

Statistics Times. 2018. fiProjected GDP_Ranking (20192023). 0

178 Nati onal Association of SaeMahuactdringrData. s0 ( NAM) . 20109.
179 Pacific Gas and Electric Company.£nerqy Efficiency Business Plan 20182025 January 2017.

180 De la Rue du Can, Stephane, Ali Hasanbeigi, and Jayant Sathaye. Lawrence Berkeley
Nati onal L Anblgsis af the Engrgy Infénsity of Indust rial Sectors in California. 6 A CEEE,
2011 ACEEE Summer Study on Energy Efficiency in Industry.

181U. S. Energy I nfor mat i oNaturdl GasiConsusptionabstimates, 2017 @1 7 .

=13
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central challenge in tapping those savings is that each industry has unique
situations and proprietary information.

Californiaisalsohome t o the nationds | argest and
and food processing sector. Californiaos
than 400 commodities grown on 77,500 farms and ranches; it was collectively

valued at more than $50 billionin 2017.12The st ateds | argest i
acreage are nuts (almonds, pistachios, and walnuts), grapes, tomatoes, broccoli,

and lettuce. Althoughfood processing occurs throughout the state, these

industries are concentrated in the Central Valley. The valley is home to more

than 3,000 factory si t e sfactoiy focprocessingingilk,t h e
milk powder, and butter (California Dairies, Inc.); cheese (Hilmar Cheese

Company); wine (E & J Gallo); and poultry (Foster Farms). This sector has

common loads likely to lend themselves to efficiency improvements, such as
refrigeration. Statewide, the agricultural sector uses slightly less than 7 percent

of electricity and about 1 percent of natural gas. Agricultural electricity usage is
primarily for water pumping.

A mix of POU and 10U programs ser\e the industrial and agricultural sectors.
Utility program activities identified by the POU and IOU potential studies may not
be capturing the full energy efficiency activity con ducted by the industrial and
agricultural sectors. Therefore, this analysis attempts to capture energy
efficiency activities that are occurring beyond -utility claimed savings. Some
examples of activities not part of the utility studies include:

1 Requirements set by the California Air Resources Board CARB and the air
guality management districts (AQMDS.

1 Facility actions that may be considered industry standard practice, which
are not considered eligible utility savings.

1 Operational improvements that happen organically or via education and
training programs.

1 Other energy efficiency activities that do not meet the utility program
requirements or selection of facilities to not participate .

Industrial and agricultural facilities can achieve beyond-utility energy efficiency
savings in these sectors by implementing process improvements, standard
energy efficiency retrofits, and operational and behavioral changes through 1ISO
50001183 and similar approaches. Barriers prevent or slow down the market

182 California Department of Food and Agriculture. 2 0 CafiforniafAgricultural Production
Statistics. 0

183 ISO 50001 (International Organization for Standardization) is a voluntary standard for
designing, implementing, and maintaining an energy management system.
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adoption of the interventions available to these sectors. These barriers include
the following:

)l

)l

Lack of knowledge: Site managers do not know or believe energy
efficiency is real and are not taking any action.

Financial : Site managers have tight budgets and believe energy
efficiency is not cost-effective; consequently, they will not invest. In many
cases this is an excuse site representatives use, when cost-effective
measures often exist at most sites.

Safety and product quality: Site representatives are uncomfortable
with changing things that work. Trusted experts are needed and building
trust with site representatives is key to the long-term success of these
programs. Building trust means programs need to take a long-term
approach: installing slowly over time and gradually building trust so that
sites are willing to install more expensive and more impactful measures.
Trust is slow to build and fast to break , so this barrier is difficult to
overcome.

Continuous operation cycles and seasonality: Site operation makes
it difficult to install measures . When an operation is seasonal, it makes
measures less costeffective, as load hours may be less typical. Much like
the previous barrier, a long-term approach must be developed if change is
going to happen. Detailed knowledge of the operation is required to
understand what should be installed, when it can be installed , and if it is
cost-effective to install it.

Organizational barriers: Industry can be hierarchical, and it can be
difficult to complete an ything without support from all levels of the
operation. Again, the theme is relationship building. It can be difficult to
get full support, but it starts at the top. Through group training, clear
communication, and long-term planning, change can occur. That training
can lead to a change in energy culture, which is important for long -term
success.

Education with long -term support, either financially or otherwise, plus buy -in
from the top of the organization can lead to increased penetration of efficiency
potential.

Additional tactics and new measure development can help promote future
savings adoption. One specific area is the promotion and acceptance of SEM.
SEM, per CPUC and California IOU design, is a continuous improvement
approach that focuses on changing business practices to enable companies to
save money by reducing energy consumption and waste through a
comprehensive approach to managing energy use. SEM programs are designed
to support industrial companies by focusing on several high-level objectives:
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1 Implementing energy efficiency projects and saving energy, primarily from
savings in operations and maintenance.
1 Establishing the energy management system or business practices that
help a facility manage and continuously improve energy performance.
Normalizing, quantifying, and reporting facility wide energy performance.
Getting peers to talk to one another. SEM measures are low-cost, or no-
cost measures identified through training and intentional detailed audits of
the sites. The goal of the program i s to train site representatives to
commissiontheir own processes internally identifying opportunities for
improvement each day, week, and year. Savings are calculated at a
whole-building level, so itis difficult to estimate individual measure
contributions. However, the program saves around 3 percent of total
usage on average.

E |

For emerging technologies, development is ongoing for new applications and
technologies. These technologies have demonstrated energy benefits to the
industrial and agricultural sectors but are not yet widely adopted in the market.
The team evaluated emerging technologies at varying stages along the path to
market readiness. Some were demonstrated in a laboratory or research setting,
while others proved effective through pilottests and are in early commercial
adoption.

Updates Relative to Previous Study

The previous SB 350 target analysis did not include analysis on the industrial and
agricultural savings potential.

Method Description

The analysis team used the same method for both sectors to estimate the
potential energy savings from activities not funded through utility programs . For
this analysis, the team used the 2018 PGstudy184 results and historical utility
program savings as the committed savings. The analysis took the difference
between the theoretical technical savings potential and the committed savings to
calculate the incremental difference to determine the SB 350forecast.

The team initially considered two general approaches to investigate the potential
energy savings in these sectors. The theoretical considerations started with the
industrial sector because it is more heavily researched and understood than the
agricultural sector.

The first was a top -down approach that would use total sector savings
estimates and apply them to sector energy use. The analysis team reviewed a

184 Navigant Consulting, Inc. 2017. 2018 Enerqy Efficiency Potential and Goals Study California
Public Utilities Commission.
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variety of sources, including the International Energy Agency (IEA), the U .S.
Energy Information Administration (EIA),the D O E ©fice of Energy Efficiency
and Renewable Energy (EERE), and market reports such asthose developed by
McKinsey.18> These reports included a range of energy savings potential from 1
percent to 3 percent for overall sector usage. After reviewing the data sour ces,
the team decided that this approach lacked the detail needed to fully understand
the actual potential in these sectors. It was also unclear what amount of this
potential savings could be achievable and over what period.

The second was abottom -up appr oach . The foundation of data varied
between the two sectors. The industrial analysis used measure data from the
Industrial Assessment Center (IAC)8% as a key resource. The IAC database
includes the results of thousands of industrial audits that are complete d each
year. During these audits, cost-effective measures were identified and analyzed
as part of an audit report delivered to each site. Allmeasure calculation results
have been recorded in the database since the late 1970s. |dentified energy
savings opportunities were categorized at the building -type and end-use level.
The team based the agricultural analysis on engineering assumptions.

To estimate the savings for th e industrial sector, the analysisteam performed
the following steps:

1 UsedIAC data to create savings potential specific to building type and end
use. These savings were translated into percentages to reflect the
maximum amount of capturable savings per building type and end use.
The team weighted these percentages by building type to establish to
what fraction of overall building consumption a particular end use should
be contributed.

1 Used North American Industry Classification System (NAICS) historical
data to estimate the average percentage of consumption by building type
for each 10U.

1 Appliedthe weighted savings ratios and building type ratios to the
historical and potential study forecast to establish the baseline-committed
savings.

1 Appliedthe maximum savings potential and building type ratios to
forecast IEPR data for the industrial sector to estimate maximum
achievable savings by building type and end use.

1 Calculated the difference between the maximum achievable savings and
the baseline savings to identify the gap that exists between the savings

185 | E AEnerdy Efficiency: Industryd Energy Information Administration. AConsumption &
Efficiencyy, McKinsey & Company. 2010, Enerqy Efficiency: A Compelling Global Resource

186 Industrial Assessment database
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https://iac.university/

occurring and the maximum savings possible. This gap is the potential SB
350 savings for the industrial sector.

Figure 12 depicts the overall flow of the industrial savings method that occurs in

the workbook. Specifically, the high-level flow of data and information
throughout the structure of the workbook.
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Figure 12: Industrial Method Diagram

Industrial Methodology Structure

Source

Future Utility

Historical Utility Program

Savings Data Savings
Forecast

Proportional Utility Service End Use
Building Type to Planning Measures
Consumption Area Ratios Percentages

A
enario
stments

Flowchartof sourcedataand analysisto calculate industrial annual savings potential. Analysis steps netout baseline, which is assumedto be the historical and forecasted utility
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